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Background 

The  Office  of  the  Comptroller  of  the  Currency  (OCC) 
was  established  in  1863  as  a  bureau  of  the  Department 
of  the  Treasury.  The  OCC  is  headed  by  the  Comptroller 
who  is  appointed  by  the  President,  with  the  advice  and 
consent  of  the  Senate,  for  a  5-year  term. 

The  OCC  regulates  national  banks  by  its  power  to: 

•  Approve  or  deny  applications  for  new  charters, 
branches,  capital  or  other  changes  in  corporate  or 
banking  structure: 

•  Examine  the  banks; 

•  Take  supervisory  actions  against  banks  which  do 
not  conform  to  laws  and  regulations  or  which  other¬ 
wise  engage  in  unsound  banking  practices,  includ¬ 
ing  removal  of  officers,  negotiation  of  agreements 
to  change  existing  bank  practices  and  issuance  of 
cease  and  desist  orders;  and 

•  Issue  rules  and  regulations  concerning  banking 
practices  and  governing  bank  lending  and  invest¬ 
ment  practices  and  corporate  structure. 


The  Comptroller 

C.  T.  Conover  became  the  25th  Comptroller  of  the 
Currency  on  December  16,  1981. 

By  statute,  the  Comptroller  serves  a  concurrent  term  as 
a  Director  of  the  Federal  Deposit  Insurance  Corpora¬ 
tion,  a  member  of  the  Federal  Financial  Institutions 
Examination  Council  and  a  nonvoting  member  of  the 
Depository  Institutions  Deregulation  Committee. 

A  former  management  consultant,  Mr  Conover  has 
dealt  extensively  with  commercial  banks  and  other 
financial  institutions  and  has  concentrated  on  solving 
problems  in  the  areas  of  strategic  planning,  financial 
management  and  operations  improvement. 

He  received  a  B  A.  degree  from  Yale  University  in  1960 
and  an  MBA  in  finance  from  the  University  of  Califor¬ 
nia  at  Berkeley  in  1965. 


The  OCC  divides  the  United  States  into  six  geographi¬ 
cal  districts,  with  each  headed  by  a  Deputy  Comptrol- 

The  Office  is  funded  through  assessments  on  the 
assets  of  national  banks 
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Operations  of  National  Banks 


During  the  third  quarter  of  1984,  economic  growth 
slowed  from  the  7.1  percent  increase  for  the  second 
quarter  to  1.9  percent.  Even  though  the  economy 
appeared  to  be  cooling,  credit  expansion  continued 
during  the  third  quarter  due,  in  part,  to  increased 
business  borrowing  in  spite  of  continued  high  interest 
rates. 

From  the  first  of  June  until  the  latter  part  of  September 
the  prime  rate  held  at  13  percent.  At  the  end  of  the 
quarter  it  was  finally  lowered  to  12.75  percent.  In  spite 
of  a  volatile  federal  funds  rate,  banks'  net  interest 
margins  improved  for  the  first  time  in  over  a  year. 

The  second  year  of  the  economic  recovery  continued 
to  be  spotty  and  did  not  benefit  all  industries  equally. 
Falling  energy  prices  and  intensifying  problems  in  the 
farm  economy  negatively  impacted  mostly  smaller 
banks  that  had  concentrations  of  credit  in  either  of 
those  two  sectors.  Continued  debt  problems  associat¬ 
ed  with  developing  countries  hampered  the  perform¬ 
ance  of  the  nation’s  largest  banks. 

Even  with  an  improvement  in  net  interest  income, 
earnings  again  declined  for  the  banking  system  due  to 
increased  loan  loss  provision  expense  necessitated 
by  high  loan  charge-offs.  Earnings  in  the  4,868  nation¬ 
al  banks  declined  1 .7  percent  from  those  posted  as  of 
September  1983.  The  decline  was  most  pronounced 
in  the  4,688  community  banks  (those  banks  with 
assets  of  less  than  $1  billion).  These  smaller  banks 
saw  their  ratio  of  net  income  to  average  assets  drop 
from  1 .03  percent  to  0.95  percent  during  the  12-month 
period.  In  the  15  multinational  banks,  the  decline  was 
4  basis  points  to  0.56  percent.  Conversely,  the  165 
regional  national  banks  (those  with  assets  of  $1  billion 
or  more  and  not  designated  as  multinational  banks) 
had  an  increase  in  the  ratio  of  net  income  to  average 
assets  of  8  basis  points  to  0.86  percent. 

The  provisions  for  loan  losses  increased  35.2  percent 
over  those  posted  in  the  third  quarter  of  1983  This 
growth  in  provision  expense  affected  multinational 
banks  the  most.  Those  banks  experienced  a  26  basis 
point  increase  to  0.70  percent  in  the  ratio  of  provision 
for  loan  losses  to  average  assets  over  the  12-month 
period.  The  ratios  for  the  community  banks  rose  6 
basis  points  to  0.33  percent  and  for  the  regional 
banks,  5  basis  points  to  0.39  percent. 

Partially  mitigating  the  negative  impact  of  the  provision 
for  loan  losses  was  the  fact  that  net  interest  income 


was  up  11.1  percent  from  the  third  quarter  of  1983 
when  compared  to  the  third  quarter  of  1984  Commu¬ 
nity  banks  saw  their  ratio  of  net  interest  earnings  to 
average  earning  assets  rise  3  basis  points  to  5  43 
percent  for  the  period.  For  the  regional  banks,  the 
increase  was  1  basis  point  to  4.76  percent.  The  ratio  in 
the  multinational  banks  declined  13  basis  points  to 
3.84  percent. 

Also  helping  offset  the  severity  of  increased  provision 
expense  was  the  fact  that  non-interest  income  in¬ 
creased  more  rapidly  than  non-interest  expense  did 
for  the  three  groups  of  national  banks.  Non-interest 
income  grew  by  22.6  percent  while  non-interest  ex¬ 
pense  rose  by  13.2  percent. 

Net  loan  losses  were  up  42.6  percent  or  $1.5  billion 
compared  to  the  figure  posted  as  of  the  third  quarter 
of  1983.  The  increase  was  most  pronounced  for  the 
multinational  banking  group.  For  these  banks,  the  ratio 
of  net  loan  losses  to  average  total  loans  increased  32 
basis  points  to  1.03  percent.  The  increase  for  the 
community  banks  was  7  basis  points  to  0.52  percent 
For  the  regional  banks,  the  ratio  held  steady  at  0  53 
percent. 

In  spite  of  escalating  loan  write-offs  by  national  banks, 
loss  reserves  were  maintained  The  allowance  for 
possible  loan  and  lease  losses  increased  by  21  4 
percent,  or  $1 .9  billion,  from  the  third  quarter  of  1983 
to  the  third  quarter  of  1984.  In  the  community  banks, 
the  ratio  of  loss  reserves  to  total  loans  increased  by  2 
basis  points  to  113  percent  from  September  1983  to 
September  1984.  For  the  regional  banks,  the  increase 
also  was  2  basis  points  to  1.28  percent  The  multina¬ 
tionals  saw  the  greatest  improvement,  with  a  5  basis 
point  increase  to  1.28  percent 

Due  to  the  continued  recuperation  of  the  economy  and 
timely  recognition  of  loan  losses  by  the  banks,  the 
amount  of  loans  and  leases  90  days  or  more  past  due. 
renegotiated,  or  on  non-accrual  status  declined  by 
5.27  percent  in  all  national  banks  for  the  12-month 
period  ending  September  1984  For  regional  banks, 
the  ratio  of  non-performing  loans  and  leases  to  gross 
loans  and  leases  declined  65  basis  points  to  2  53 
percent.  In  the  multinationals,  the  decline  was  9  basis 
points  to  4  44  percent  However,  for  community 
banks,  non-performing  loans  and  leases  actually  in¬ 
creased  9  basis  points  to  2  34  percent 

Although  loan  demand  was  healthy,  a  decline  in 
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investment  securities  holdings  during  the  period 
served  to  moderate  asset  growth  for  the  national  bank 
system  While  loans  grew  16.9  percent  from  Septem¬ 
ber  1983  to  September  1984.  assets  increased  by 
only  8  5  percent  The  moderation  in  asset  growth  was 
partially  due  to  a  6  4  percent  reduction  in  the  invest¬ 
ment  securities  account  with  the  entire  decline  cen¬ 
tered  in  a  24  5  percent  curtailment  in  municipal  securi¬ 
ties  holdings,  the  inventory  of  U  S  Government  issues 
he  d  by  national  banks  actually  increased  3  9  percent 

"he  overall  deposit  growth  rate  of  the  national  bank 
cysterr  of  8  percent  approximated  the  system's  asset 
growth  rate  An  increase  of  $127  6  billion  or  125  9 
percent  /  unregulated  time  deposits  of  less  than 
sourited  for  the  majority  of  the  deposit 
-  and  deposits  and  regulated  time  depos¬ 
es  cor  tm  >ed  to  dwindle 


LOAN  LOSS  RESERVES  HAVE  BEEN  MAINTAINED 
IN  ALL  SIZE  BANKS... 
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In  the  12  months  since  September  1983,  primary- 
capital  in  the  national  bank  system  increased  by  $12  3 
billion  or  14.4  percent.  For  multinational  banks,  the 
ratio  of  primary  capital  to  total  assets  improved  the 
most,  27  basis  points  to  6.36  percent.  The  ratio  for 
regional  banks  improved  18  basis  points  to  6  87 
percent  The  ratio  for  community  banks  declined  6 
basis  points  from  1  year  ago  to  9.03  percent. 

The  amount  of  cash  dividends  paid  by  national  banks 
as  of  September  1984  declined  by  7  6  percent  from 
the  amount  paid  1  year  ago  For  multinational  banks, 
the  percent  of  cash  dividends  to  net  income  stood  at 
28,  down  from  41  percent  a  year  earlier  In  the  regional 
banks,  the  ratio  declined  from  41  percent  in  Septem¬ 
ber  1983  to  39  percent  in  September  1984  In  the 
community  bank  group,  the  ratio  increased  to  26 
percent  from  24  percent 
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NET  INTEREST  MARGINS  IMPROVED  EOR 
ALL  SIZES  OF  NATIONAL  BANKS 
IN  THE  3rd  QUARTER 


NON-PERFORMING  LOANS 
IN  NATIONAL  BANKS  HAVE  DECLINED  IN  AMOUNT 
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LOAN  GROWTH  CONTINUES 
TO  BE  THE  STRONGEST  IN  THE  REGIONAL  BANKS... 
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Subordinated  debt,  a  source  of  incremental  funding, 
increased  by  $552  million  or  14.4  percent  from  Sep¬ 
tember  1983.  The  multinational  banks  accounted  for 
all  of  the  increase.  As  a  group,  both  the  regional  and 
community  banks  saw  their  dependence  on  this  par¬ 
ticular  funds  source  decline. 

As  of  September  1984,  738  national  banks  had  finan¬ 


cial,  operating  or  compliance  weaknesses  that  neces¬ 
sitated  special  supervision  That  represents  a  6  per¬ 
cent  increase  over  June  1984,  and  a  32  percent 
increase  from  a  year  earlier 


Woodrow  W  Reagan 
NBE/Financial  Analyst 
Community  Bank  Analysis  Division 
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Reducing  Regulatory  Burdens  in  Licensing 

Highlights  of  the  CARE  II  Project 


The  Corporate  Activities  Review  and  Evaluation 
(CARE)  program  was  initiated  in  1980  to  review  OCC's 
licensing  policies  and  procedures  in  order  to  reduce 
regulatory  burdens;  limit  regulatory  intervention  into 
bank  management  discretion;  and  remove  regulatory 
barriers  to  the  interplay  of  competitive  market  forces. 

The  first  phase  of  the  CARE  program  (CARE  I)  was 
conducted  exclusively  by  the  OCC  staff  and  com¬ 
pleted  several  important  reforms.  The  second  phase 
of  the  CARE  program  (CARE  II)  began  in  the  summer 
of  1982.  Arthur  D.  Little,  Inc.  was  selected  to  support 
the  OCC  staff  to  accelerate  and  intensify  efforts  under 
the  CARE  program. 

Many  significant  changes  have  been  accomplished 
under  the  accelerated  program.  Implemented  and 
pending  changes  in  only  three  licensing  areas — char¬ 
ters,  branches,  and  mergers — are  conservatively  es¬ 
timated  to  save  banks  about  $4.1  million  annually. 
Together  with  changes  made  in  20  other  licensing 
areas,  savings  to  banks  are  estimated  to  total  as  much 
as  $5  million  annually  and  could  easily  be  more. 

The  savings  by  banks  stem  from  a  number  of  basic 
deregulatory  principles  that  permeate  the  revised  poli¬ 
cies  and  procedures.  These  include: 

•  Decentralizing  decisionmaking  by  increasing 
delegation  of  approval  authority  to  the  OCC 
district  offices; 

•  Requiring  only  information  essential  to  sound 
OCC  decisionmaking; 

•  Eliminating  redundant  or  unnecessary  publica¬ 
tion  requirements; 

•  Providing  for  applicants'  self-certification  on 
such  matters  as  compliance  with  state  law; 

•  For  banks  not  subject  to  special  supervisory 
attention,  removing  the  OCC  from  decision  ar¬ 
eas  which  ought  to  rely  on  the  banks'  business 
judgment; 

•  Providing  for  pre-approval  of  multiple  transac¬ 
tions;  and 

•  Redesigning  procedures  to  provide  for  notifica¬ 
tion  by  the  applicant  to  OCC,  with  a  subsequent 
opportunity  for  OCC  intervention,  rather  than  an 
application  which  requires  a  positive  response 
in  order  for  the  applicant  to  proceed 


Highlights  of  specific  implemented  changes  include 
Charters 

Information  and  procedural  requirements  have  been 
reduced  by  about  50  percent  for  established,  well 
regarded  holding  companies  and  certain  experienced 
organizing  groups.  The  time  it  takes  to  decide  on 
applications  by  these  groups  has  also  been  reduced 
by  about  50  percent  in  most  cases. 

Communication  between  the  OCC  and  the  organizers 
has  been  focused  on  a  spokesperson  from  the  organ¬ 
izing  group,  thus  encouraging  continued  involvement 
of  the  organizers  during  the  chartering  process.  OCC 
use  of  the  operating  plan  has  been  clarified,  confusion 
and  ambiguity  regarding  its  content  have  been  re¬ 
moved,  and  guidance  for  submission  of  a  concise, 
streamlined  document  has  been  provided. 

A  one-year  limit  on  the  time  allowed  to  raise  capital 
has  been  imposed  as  a  market  test  on  the  viability  of 
the  new  bank. 

The  cost  of  applications  eligible  for  streamlined  proc¬ 
essing  has  been  reduced  by  an  estimated  $20,000  In 
addition,  opportunity  costs  have  been  reduced  sub¬ 
stantially. 

Fiduciary  powers 

A  simple  letter  has  been  substituted  for  an  application 
and  the  information  required  from  the  application  has 
been  reduced  by  about  75  percent 

The  decision  time  in  most  cases  has  been  reduced 
from  60  days  to  within  30  days. 

The  Office’s  position  has  been  clearly  stated  For 
banks  in  satisfactory  condition,  establishment  of  trust 
operations  is  primarily  a  business  decision 

Operating  subsidiaries 

A  simple  letter  has  been  substituted  for  an  application 
and  the  information  required  from  the  applicant  has 
been  reduced  by  about  50  percent 

The  time  required  for  OCC  review  and  decision  has 
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been  shortened  from  about  45  days  to  30  days  or  less 
m  most  cases 

The  time  required  for  review  and  approval  of  expan¬ 
sion  of  previously  approved  activities  has  been  elimi¬ 
nated  entirely,  saving  about  45  days  in  each  such 
case 

Corporate  reorganizations  (with  or  without  an  interim 
bank) 

Two  lengthy  applications  have  been  combined  into  a 
single  simpler  application,  and  the  information  re¬ 
quired  from  the  applicant  reduced  by  about  50  per¬ 
cent. 

The  time  required  for  regulatory  review  and  decision  of 
routine  applications  has  been  shortened  by  about  50 
percent,  from  over  90  days  to  about  45  days. 

The  steps  that  must  be  taken  to  organize  an  interim 
bank  have  been  simplified. 

Conversions  from  state  to  national  charters 

A  simple  letter  has  been  substituted  for  an  application 
and  the  information  required  from  the  bank  reduced 
by  about  50  percent. 

The  time  required  by  OCC  to  review  and  approve  the 
conversion  has  been  shortened,  by  defining  a  stream¬ 
lined  and  simpler  process. 

Approval  of  conversion  for  banks  in  satisfactory  condi¬ 
tion  is  virtually  assured. 

Employee  stock  option  plans 

Review  and  approval  processes  have  been  elimi¬ 
nated  Approximately  45  days  had  been  required  to 
process  each  plan. 

Changes  in  capital 

A  simple  letter  will  be  substituted  for  an  application 
and  the  information  required  from  the  applicant  re¬ 
duced  by  over  50  percent 

he  time  required  for  OCC  review  and  decision  will  be 
reduced  by  at  least  50  percent,  with  most  transactions 
decided  m  under  30  days  from  OCC  receipt  of  notice 

Approval  of  an  changes  in  capital  will  be  essentially 
a  Somatic  for  banks  m  satisfactory  condition 

•"e  approval  b/  regulation  to  all  sales  of  common 
stock  //ill  be  granted 


Subordinated  debt 

A  simple  letter  will  be  substituted  for  an  application 
and  the  information  required  from  the  applicant  re¬ 
duced  by  40  percent; 

The  time  required  for  OCC  to  review  and  decide  will 
be  reduced  by  about  one-third,  with  most  applications 
decided  within  30  days; 

Approval  of  subordinated  debt  that  meets  the  OCC 
definition  of  capital  will  be  essentially  automatic  for 
banks  in  satisfactory  condition. 

Highlights  of  specific  changes  that  may  be  made 
during  1985  include: 

Mergers 

The  application  package  will  be  streamlined  and 
simplified. 

A  ‘quick  check”  merger  screen  procedure  will  be 
used  to  reduce  the  information  required  from  ap¬ 
plicants  by  about  30  percent  in  an  estimated  two- 
thirds  of  the  conventional  merger  cases. 

The  time  needed  for  regulatory  review  and  approval  in 
two-thirds  of  the  conventional  merger  cases  that  pass 
the  “quick  check”  merger  screen  will  be  reduced  by 
about  50  percent  Decision  is  expected  in  these  cases 
within  40  to  60  days  of  OCC  receipt  of  the  application. 

Branches 

The  information  required  from  an  applicant  to  estab¬ 
lish  an  individual  branch  would  be  reduced  by  about 
two-thirds. 

“Blanket  approval”  to  establish  branches  for  a  3-year 
period  is  under  consideration  for  banks  in  existence 
for  2  years,  in  satisfactory  condition,  and  with  a 
satisfactory  CRA  rating. 

The  time  required  to  establish  a  branch  would  be 
reduced  from  about  45  days  to  5  days  for  banks  with 
“blanket  approval”  in  states  that  do  not  restrict 
branching. 

The  time  required  to  establish  a  branch  would  be 
reduced  from  about  45  days  to  30  days  for  banks  with 
“blanket  approval”  in  states  that  restrict  branching 

Long  range  planning  on  branching  strategy  would  be 
facilitated  for  banks  with  “blanket  approval  ” 


CBCTs 

The  information  required  from  the  application  to  open 
CBCT  branches  would  be  reduced  by  about  two- 
thirds. 

“Blanket  approval"  similar  to  that  for  branches  would 
be  instituted. 

The  time  within  which  a  CBCT  branch  may  be  opened 
under  “blanket  approval"  will  be  shortened  to  15  days 
for  a  bank  in  a  restrictive  branching  state  and  5  days 
in  a  non-restrictive  state,  measured  from  the  date  the 
bank  notifies  the  OCC  of  its  intent.  This  is  a  reduction 
from  about  45  days  prior  to  1982. 


While  the  CARE  program  has  achieved  much  in  clari¬ 
fying,  making  consistent  and  reducing  regulations 
there  are  many  provisions  of  the  National  Bank  Act 
and  other  Federal  statutes  whose  elimination  or 
amendment  would  significantly  advance  these  goals 
The  OCC  will  pursue  these  desirable  changes  through 
its  legislative  program  in  1985  and  beyond 


Randall  J.  Miller 
Director 

Licensing  Policy  and  Systems 


Comptroller’s  Report  of  Operations — 1984 


The  Comptroller  supervises  and  regulates  national 
banks  and  federally  licensed  branches  and  agencies 
of  foreign  banks  through  a  nationwide  staff  of  bank 
examiners  and  other  professional  and  support  person¬ 
nel.  An  informal  Policy  Group  consisting  of  the  Senior 
Deputy  Comptroller  for  Bank  Supervision,  the  Senior 
Deputy  Comptroller  for  National  Operations,  the  Sen¬ 
ior  Deputy  Comptroller  for  Policy  and  Planning,  the 
Chief  Counsel,  and  the  Deputy  Comptroller  for  Indus¬ 
try  and  Public  Affairs  advises  the  Comptroller  on  the 
development  and  implementation  of  OCC  policy.  The 
group  also  discusses  possible  action  on  complex, 
controversial  or  highly  sensitive  issues  which  could 
significantly  affect  the  OCC,  its  employees  or  the 
banking  industry. 

Comptroller’s  Staff 

The  Comptroller  has  a  small  personal  staff  that 
directs,  coordinates  and  manages  the  day-to-day 
operations  of  his  office  and  advises  him  on  policy 
formulation  and  management  decisions.  The  staff  de¬ 
velops  the  framework  for,  and  monitors  and  manages 
projects  of  special  interest  to  the  Comptroller.  The 
Comptroller's  Executive  Assistant  and  Special  Assist¬ 
ants  act  on  the  Comptroller's  behalf  in  carrying  out 
policies  and  directions  and  by  providing  liaison  with 
other  agencies. 

Industry  and  Public  Affairs — Under  the  direction  of  a 
Deputy  Comptroller,  who  is  a  member  of  the  Policy 
Group,  the  Industry  and  Public  Affairs  Department 
provides  information  to  and  works  with  those  outside 
the  OCC  to  further  the  agency’s  goals.  It  is  responsible 
for  external  relations  with  banks  and  banking  organi¬ 
zations,  Congress,  the  public,  news  media,  bank 
customers  and  nonbank  financial  industry  groups.  In 
addition,  it  manages  the  Community  Development 
Corporation  program.  The  department  includes  the 
Communications,  Customer  and  Industry  Affairs, 
Banking  Relations  and  Congressional  Liaison  divi¬ 
sions. 

Senior  Deputy  Comptroller  for  Bank 
Supervision 

The  Senior  Deputy  Comptroller  for  Bank  Supervision 
formulates,  implements  and  monitors  bank  super¬ 
visory  policy.  Related  responsibilities  include  remote 
screening  of  national  banks  to  detect  trends  and 
changes  in  the  banking  system  which  warrant  atten¬ 
tion,  monitoring  supervisory  postures  to  ensure  na¬ 


tional  consistency  and  participating  in  bank  super¬ 
visory  matters  on  the  Federal  Financial  Institutions 
Examination  Council.  The  Senior  Deputy  is  respon¬ 
sible  for  ensuring  that  the  OCC's  examination  policies 
and  procedures  are  effective  and  dynamic  enough  to 
adequately  supervise  the  national  banks  That  respon¬ 
sibility  is  effected  through  supervision  of  the  offices  of 
the  Deputy  Comptroller  for  Multinational  Banking,  the 
Deputy  Comptroller  for  International  Relations  and 
Financial  Evaluation,  the  Deputy  Comptroller  for  Spe¬ 
cial  Surveillance,  and  the  Chief  National  Bank  Exam¬ 
iner. 

Senior  Deputy  Comptroller  for  National 
Operations 

The  Senior  Deputy  Comptroller  for  National  Opera¬ 
tions  is  responsible  for  the  efficient  operation  of  the 
OCC.  The  Senior  Deputy  supervises  the  six  district 
offices,  the  Deputy  Comptroller  for  Management  Re¬ 
sources,  the  Deputy  Comptroller  for  Operations  and 
the  Washington  Office  divisions  of  Human  Resources, 
Administrative  Services,  Operations  Analysis,  Training 
and  Development,  Equal  Employment  Opportunity 
and  the  Conference  Office. 

The  OCC  completed  the  reorganization  of  the  12 
regional  offices  into  six  districts  by  March  1984  Each 
district  office  is  headed  by  a  Deputy  Comptroller,  who 
is  assisted  by  a  District  Administrator  and  several 
District  Directors. 

Senior  Deputy  Comptroller  for  Policy  and 
Planning 

The  Senior  Deputy  Comptroller  for  Policy  and  Planning 
advises  the  Comptroller  on  policy  matters  and  has 
been  delegated  sole  decisionmaking  responsibility  for 
national  bank  charter  and  merger  applications  and 
other  national  bank  applications  relating  to  corporate 
activities.  In  addition,  the  Senior  Deputy  provides  staff 
support  to  the  Comptroller  for  his  activities  on  the 
Depository  Institutions  Deregulation  Committee 

The  Senior  Deputy  Comptroller  for  Policy  and  Planning 
oversees  the  Economic  and  Policy  Analysis  Division 
and  coordinates  the  Comptroller's  responsibilities  as  a 
member  of  the  Board  of  Directors  of  the  Federal 
Deposit  Insurance  Corporation 

In  addition,  the  Senior  Deputy  oversees  finance  and 
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budgeting  planning,  management  information  sys¬ 
tems.  and  data  processing 

Chief  Counsel 

The  Chief  Counsel  advises  the  Comptroller  on  legal 
matters  arising  in  the  administration  of  laws,  rulings 
and  regulations  governing  national  banks.  The  Chief 
Counsel  directs  all  legal  functions  in  and  for  the  OCC. 
Those  duties  involve  writing  and  interpreting  legisla¬ 
tion,  responding  to  requests  for  interpretations  of 


statutes,  regulations  and  rulings,  defending  the 
Comptroller's  actions  challenged  in  administrative  and 
judicial  proceedings  supporting  the  bank  supervisory 
efforts  of  the  Office  and  representing  the  OCC  in  all 
legal  matters.  Those  responsibilities  are  carried  out 
through  supervision  of  the  Enforcement  and  Compli¬ 
ance,  Legal  Advisory  Services,  Litigation,  Securities 
and  Corporate  Practices,  Legislative  and  Regulatory 
Analysis  divisions,  and  an  organization  of  counsels  in 
the  OCC’s  six  districts. 


Examination  and  Supervision 


Multinational  Banking 

The  Multinational  Banking  Department,  established  in 
1979,  is  responsible  for  the  direct  supervision  of  the 
nation's  largest  national  banks,  foreign  banks  with 
Federal  licenses  and  international  examination  activi¬ 
ties  Normal  supervisory  activities  include  examining 
multinational  banks'  worldwide  operations,  meeting 
with  executives  and  directors  of  multinational  banks, 
establishing  capital  levels  and  other  supervisory  man¬ 
dates  for  multinational  banks  and  examining  the  inter¬ 
national  activities  of  all  national  banks.  In  addition,  the 
Multinational  Division  supervises  the  Regional  Bank 
Program  which  was  created  in  1982.  As  of  September 
30,  1984,  the  12  multinational  banks  and  their  national 
bank  affiliates  held  assets  of  $570  billion,  representing 
40  percent  of  the  entire  national  banking  system.  The 
94  regional  banks  and  their  national  bank  affiliates  in 
the  Regional  Bank  Program  held  another  $459  billion, 
or  32  percent  of  the  total.  The  importance  of  these 
multinational  and  regional  institutions,  aside  from 
sheer  size,  is  reflected  in  their  worldwide  operations, 
their  key  role  in  the  domestic  economy,  and  their 
leadership  role  in  the  evolving  U  S  financial  services 
marketplace 

^he  Multinational  Department  also  processes  a  wide 
variety  of  corporate  proposals  Corporate  matters  con¬ 
sidered  by  the  department  in  1984  included  establish¬ 
ment  or  expansion  of  operating  subsidiaries;  subordi¬ 
nated  debt  common  or  preferred  stock  issues;  ad¬ 
visory  opir  ons  to  the  Federal  Reserve  Board;  charters 
for  nonbank  banks,  trust  banks  and  credit  card  banks, 
mergers  conversions  from  state  to  national  charters, 
.a*  on  of  branches  or  head  office,  excess  fixed 
asset  r  /esfment  cash  dividend  requests,  and  exten- 


During  1984,  the  functions  of  Multinational  Banking 
were  realigned  to  facilitate  changes  in  the  methods 
and  focus  of  the  examination  and  supervision  of  the 
nation’s  largest  banks.  The  Multinational  Department 
was  reorganized  and  has  two  divisions — Multinational 
and  Regional  Bank  Policy,  and  Multinational  and  Re¬ 
gional  Bank  Supervision.  The  policy  area  plans,  co¬ 
ordinates,  and  directs  the  development  and  imple¬ 
mentation  of  policy  relating  to  the  supervision  and 
examination  of  the  larger  institutions.  It  also  initiates 
strategies  to  deal  with  emerging  or  identified  problems 
which  affect  the  large  banks.  Staffs  headquartered  in 
Washington  and  London  conduct  policy  related  activi¬ 
ties.  The  supervision  area  is  responsible  for  the  exami¬ 
nation  and  ongoing  supervisory  strategy  of  the  indi¬ 
vidual  multinational  institutions  and  their  affiliates  and 
oversees  the  District  Regional  Bank  Programs.  To 
augment  the  Washington  staff,  a  cadre  of  the  most 
senior  and  experienced  field  examiners  located  in 
Chicago,  Dallas,  Los  Angeles,  New  York  and  San 
Francisco  now  report  directly  to  the  Multinational  De¬ 
partment. 

Another  major  supervisory  development  during  1984 
was  the  formulation  of  regional  banking  company 
supervisory  strategies.  The  strategies  identify  the  ap¬ 
proach  to  be  taken  in  supervising  each  company  and 
the  approximately  600  national  bank  subsidiaries  of 
the  companies.  These  strategies  are  designed  to 
provide  coverage  in  areas  with  the  greatest  levels  of 
risk. 

The  examination  focus  in  the  Multinational  Banking 
Division  has  changed  from  an  annual  examination  to 
an  ongoing  supervisory  process  In  developing  super¬ 
visory  strategies,  emphasis  is  placed  on  evaluating 
the  level  of  risk  in  a  specific  institution  and  devising  a 
strategy  to  monitor  the  risks  This  strategy  encom- 
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passes  both  on-site  and  off-site  analysis.  The  off-site 
analysis  is  being  enhanced  by  improved  automated 
systems  and  communications.  On-site  analysis  has 
been  redirected  from  the  annual  examination  to  a 
series  of  targeted  examinations  during  the  year.  Tar¬ 
geted  examinations  are  designed  to  be  more  narrowly 
focused  toward  the  areas  of  known  or  perceived  risk, 
thereby  allowing  for  greater  flexibility  and  utilization  of 
our  resources.  This  method  of  supervision  has  im¬ 
proved  communication  and  information  exchange  be¬ 
tween  the  OCC  and  the  multinational  banks  which 
enhance  our  supervisory  capabilities  to  identify  and 
address  items  of  concern  earlier  in  the  process. 

Principal  supervisory  concerns  centered  on  asset 
quality  (especially  in  the  agriculture,  commercial  real 
estate,  and  oil  and  gas  industries),  foreign  exposures, 
the  adequacy  of  capital  and  the  allowance  for  pos¬ 
sible  loan  losses.  The  findings  of  targeted  examina¬ 
tions  have  resulted  in  an  understanding  with  various 
multinational  banks  to  enhance  credit  supervision  and 
increase  capital  and  loan  loss  allowance  levels. 

International  Relations  and  Financial 
Evaluation 

The  Department  of  International  Relations  and  Finan¬ 
cial  Evaluation  was  established  in  August  1983  to 
enable  the  OCC  to  identify  and  respond  more  ef¬ 
fectively  to  the  risks  flowing  from  the  national  banking 
system's  international  activities.  The  department  is 
responsible  for  collecting  and  analyzing  data  on 
banks’  foreign  exposures.  It  regularly  monitors  events 
and  economic  conditions  in  countries  where  national 
banks  have  significant  cross-border  exposures.  When 
necessary,  it  makes  recommendations  to  the  Comp¬ 
troller,  other  government  agencies,  and  the  Congress 
on  policies,  regulations,  legislation,  or  other  appropri¬ 
ate  actions  with  respect  to  the  international  activities  of 
national  banks. 

The  department  is  responsible  for  OCC’s  participation 
in  the  Interagency  Country  Exposure  Review  Commit¬ 
tee,  a  committee  composed  of  representatives  from 
each  of  the  three  federal  banking  agencies.  The 
Committee  meets  three  times  each  year  to  evaluate 
and,  when  appropriate,  classify  the  transfer  risk  as¬ 
sociated  with  exposures  to  countries  which  have  been 
experiencing  difficulty  servicing  their  external  debt 
The  department  disseminates  the  results  of  the 
Committee's  deliberations  to  affected  national  banks. 

Finally,  the  department  is  responsible  for  OCC's  inter¬ 
national  relationships  with  other  U  S.  government  and 
multilateral  agencies,  bank  supervisors  in  other  coun¬ 
tries,  and  other  members  of  the  international  financial 
community  so  that  the  OCC  may  share  the  information 


available  through  those  bodies,  and  foster  the  devel¬ 
opment  of  a  more  effective  mechanism  for  supervising 
the  international  banking  system 

During  1984,  the  Department  of  International  Relations 
and  Financial  Evaluation  was  a  major  contributor  to 
several  significant  regulatory  and  supervisory  initia¬ 
tives  stemming  from  the  International  Lending  Super¬ 
vision  Act  of  1983.  Those  initiatives  include  the  imposi¬ 
tion  of  mandatory  reserves  against  country  loans 
classified  by  the  Interagency  Country  Exposure  Re¬ 
view  Committee  as  "Value  Impaired;"  the  collection  of 
country  exposure  information  from  banks  on  a  quar¬ 
terly  basis,  requiring  banks  to  disclose  country  expo¬ 
sures  in  which  concentrations  of  risk  exist  quarterly; 
and  the  establishment  of  uniform  requirements  for 
accounting  for  fees  associated  with  the  restructuring 
of  international  lending  arrangements  and  nonrefund- 
able  fees  charged  by  banks  in  connection  with  other 
international  loans. 

Special  Surveillance 

Special  Projects 

The  Special  Projects  Division  is  the  OCC's  focal  point 
for  supervision  of  community  banks  which  require 
increased  attention.  The  division  provides  oversight  of 
the  Districts’  supervision  of  problem  institutions  and,  if 
necessary,  supervises  the  closing  of  those  institutions 
which  become  insolvent.  One  of  the  division's  chief 
responsibilities  is  to  identify  banks  that  require  special 
supervisory  attention.  The  division  analyzes  the  banks' 
problems,  identifies  the  causes,  and  ensures  that 
remedial  measures  are  undertaken.  In  addition,  the 
division  monitors  and  participates  in  district  followup 
on  the  implementation  of  corrective  measures 

National  banks  in  the  division’s  program  include  those 
with  composite  ratings  of  3,  4,  or  5,  with  the  exception 
of  banks  overseen  by  the  Multinational  Banking  De¬ 
partment  or  the  Regional  Bank  Division.  All  banks 
operating  under  a  Memorandum  of  Understanding,  a 
Formal  Agreement,  or  a  Cease  and  Desist  Order  are 
monitored,  regardless  of  their  composite  ratings 
Banks  with  inherent  or  suspected  problems  are  also 
included. 

If  enforcement  action  is  necessary,  the  Chief 
Counsel’s  Enforcement  and  Compliance  Division 
works  closely  with  the  Special  Projects  Division  and 
the  district  office  to  prepare  legal  documents  and 
deliver  them  to  bank  directors  In  1984,  the  division 
handled  in  excess  of  370  formal  and  informal  admin¬ 
istrative  actions,  and  supervised  17  bank  closings 
Thirteen  of  the  closings  were  followed  by  a  purchase 
of  assets  and  assumption  of  liabilities  and  four  were 
followed  by  a  transfer  of  insured  deposits  to  other 


institutions  Special  Projects  examiners  participated  in 
developing  information  for  congressional  testimony, 
assisted  in  other  OCC  studies  and  task  forces,  and 
served  as  instructors  in  OCC  continuing  education 
programs 

Supervisory  Analysis 

Multinational  and  Regional  Bank  Analysis  Division 

The  Multinational  and  Regional  Bank  Analysis  Division 
is  the  primary  source  of  financial  and  market  analyses 
of  the  largest  companies  in  the  financial  services 
industry  The  global  and  national  markets  approach  to 
financial  analysis  employed  by  this  division  is  a  part  of 
the  supervisory  process  used  by  senior  management 
in  their  decisionmaking  process  regarding  large  finan¬ 
cial  institutions. 

The  staff  uses  a  predictive  approach  to  financial 
analysis  of  the  largest  banks  and  bank  holding  com¬ 
panies  to  provide  management  with  timely  reviews  of 
historical  information  as  well  as  projections  of  future 
performance.  A  variety  of  tools  are  utilized  in  ac¬ 
complishing  these  activities.  These  include  state-of- 
the-art  microcomputers,  participation  in  examinations, 
visits  with  Wall  Street  brokerage  houses,  investment 
banking  companies,  private  rating  agencies,  and  dis¬ 
cussions  with  bank  management  and  other  market 
participants  in  the  financial  services  industry. 

OCC  management  is  kept  informed  of  the  results  of 
these  activities  through  semiannual  performance 
presentations,  quarterly  company  reviews,  the  “Fact 
Book,"  weekly  stock  market  reviews,  and  a  variety  of 
special  studies  covering  current  topics  of  interest 
affecting  large  financial  institutions. 

In  addition  to  the  specialized  tools  and  programs 
mentioned,  the  division  keeps  abreast  of  current 
events  in  capital  markets,  monetary  changes,  inter¬ 
national  developments,  deflationary  pressures  on  spe¬ 
cific  economic  sectors,  and  other  trends  or  events 
having  a  material  impact  on  the  financial  industry. 

Staff  members  use  microcomputers  to  access  out¬ 
side  market  and  news  services  such  the  Dow  Jones 
News  Retrieval  system,  in-house  bank  and  bank  hold- 
ng  company  models  which  the  staff  has  developed  or 
are  in  rhe  process  of  developing,  a  data  base  of 
comparative  financial  information  on  the  25  largest 
bank  holding  companies  in  the  U  S  ,  and  other  main¬ 
frame  data  bases  in  the  OCC 

he  comparative  nformafion  on  the  largest  bank  hold- 
ompanies  is  utilized  to  produce  the  'Fact  Book  " 
r  *ernai  publication  provides  management  and 
r  at  or  a  I F  C  s  //if  h  quarterly  financial  perform¬ 


ance,  forecasts,  narrative  comments,  comparative 
rankings  and  financial  ratios  for  each  of  the  25  largest 
banking  companies. 

During  1984,  the  Financial  Services  Call  Program  was 
implemented  in  order  to  keep  senior  management  in 
the  agency  informed  of  significant  market  events,  to 
improve  timely  receipt  of  financial  information,  and 
improve  communications  between  OCC  management 
(both  district  and  Washington),  the  financial  markets 
and  financial  institutions.  The  call  program  not  only 
involves  visits  with  banks,  but  also  with  financial 
analysts,  brokerage  houses,  rating  agencies,  insur¬ 
ance  companies  and  large  investors  in  the  financial 
services  companies. 

Community  Bank  Analysis 

The  Community  Bank  Analysis  Division  was  formed  in 
1983  from  the  NBSS  Division.  With  the  establishment 
of  the  division  came  a  redirection  in  priorities  away 
from  individual  bank  analysis  toward  financial  industry 
analysis,  with  emphasis  on  statistical  and  narrative 
data  on  community  banks. 

In  1984,  the  division  implemented  an  industry  review 
program  with  the  initial  objective  of  identifying  sectors 
of  the  economy  which  might  have  a  potentially  signifi¬ 
cant  impact  on  the  health  of  the  nation’s  banking 
system.  Among  those  sectors  receiving  special  atten¬ 
tion  in  1984  were  agriculture  and  energy: 

•  A  study  of  the  debt  load  and  income  of  the  farm 
industry  for  the  past  14  years  and  an  analysis  of 
the  earnings  and  capital  levels  of  the  financial 
institutions  with  assets  concentrated  in  agri¬ 
culture  was  completed.  The  study  provided  val¬ 
uable  input  into  the  formulation  of  OCC  policies 
and  procedures  dealing  with  agricultural  lend¬ 
ers. 

•  A  study  of  the  energy  industry  resulted  in  the 
design  and  implementation  of  a  supplemental 
call  report  which  must  be  completed  by  those 
banks  identified  by  the  OCC  as  having  credit 
concentrations  in  this  area.  The  data  will  be 
used  by  the  OCC  in  fulfilling  its  supervisory 
duties  and  responsibilities  for  these  particular 
banks. 

During  1984,  the  Community  Bank  Analysis  Division 
continued  to  spearhead  the  research  and  develop¬ 
ment  necessary  to  implement  the  Supervisory  Monitor¬ 
ing  System  (SMS),  a  portion  of  the  OCC’s  Supervisory 
Information  System  The  totally  computerized  SMS  will 
be  the  focal  point  for  supervisory  initiative  and  follow¬ 
up  on  each  OCC  regulated  institution  Its  comprehen¬ 
sive  recordkeeping  and  report-generating  capability 


will  improve  the  ability  of  analysts  and  managers 
throughout  the  OCC  to  supervise  the  national  banks 
for  which  they  are  responsible.  Prototypes,  pilots  and 
trial  implementation  are  planned  for  the  latter  part  of 
1985. 

The  Community  Bank  Analysis  Division  was  heavily 
involved  in  1984  in  implementing  and  evaluating  the 
use  of  microcomputers  by  the  OCC  field  examining 
staff.  As  a  result  of  this  process,  the  division  trained 
more  than  120  field  examiners  in  microcomputer  op¬ 
erations  and  examination  methods. 

As  an  adjunct  to  the  microcomputer  implementation 
project,  the  division  designed  four  microcomputer 
applications  for  use  by  the  field  examiner  when  con¬ 
ducting  bank  examinations: 

•  The  UBPR  Application  allows  the  field  examiner 
to  produce  a  complete  Uniform  Bank  Perform¬ 
ance  Report  as  of  any  date  along  with  as  many 
as  27  graphs  depicting  key  UBPR  ratios. 

•  The  Statistical  Data  Sheet  (SDS)  Application 
permits  a  field  examiner  to  generate  an  updated 
SDS  as  of  a  bank’s  current  examination  date  as 
well  as  up  to  17  graphs  of  key  exam  findings. 
Additionally,  the  application  will  calculate  statu¬ 
tory  limitations  on  various  permitted  bank  hold¬ 
ings  and  on  the  payment  of  common  dividends. 

•  The  Market  Rate  Variance  Application  makes  it 
possible  for  the  field  examiner  to  assess  the 
effects  of  changes  in  a  bank's  gap  position, 
pricing  policy,  or  asset/liability  mix  on  net  inter¬ 
est  income. 

•  The  Capital  Projection  Model  allows  the  field 
examiner  to  input  data  on  a  bank’s  earnings, 
growth,  and  dividend  payout  and  forecast  its 
capital  position  up  to  5  years  in  the  future. 

In  addition  to  producing  a  number  of  statistical  reports 
on  the  national  banking  system,  the  division  published 
several  special  reports  for  OCC  use.  Among  them 
were: 

•  An  analysis  on  the  impact  of  deregulation  on  the 
banking  industry  with  special  emphasis  on  as¬ 
sessing  the  effect  of  deregulation  on  bank  gap 
positions  and  interest  rate  margins. 

•  A  report  on  the  degree  of  liquidity  in  the  banking 
system  and  on  the  formulation  of  future  stan¬ 
dards  for  measuring  bank  liquidity. 

As  in  the  past,  through  the  anomaly  bank  selection 
system,  the  Community  Bank  Analysis  Division  contin¬ 
ues  to  aid  the  District  and  Field  Offices  in  identifying 
particular  banks  in  possible  need  of  intensified  super¬ 
visory  efforts.  The  division  also  remains  responsible  for 


the  maintenance  and  integrity  of  the  agency's 
NBSVDS  data  base 

Supervisory  Research 

When  the  financial  analysis  and  surveillance  divisions 
were  combined  under  Supervisory  Analysis,  a  new 
unit,  Supervisory  Research,  was  also  created  Super¬ 
visory  Research  identifies,  researches,  and  develops 
new  techniques/technology  to  improve  the  OCC's 
supervisory  process.  Innovative  techniques  and  sys¬ 
tems  that  enhance  the  supervisory  process  are  evalu¬ 
ated  for  potential  implementation 

Computer  technology  plays  a  large  role  in  the  OCC 
supervisory  process,  and  the  new  technology  (micro¬ 
computers,  networking,  fourth  generation  languages) 
has  significantly  expanded  this  role.  With  the  new 
hardware  and  software,  examiners  have  the  com¬ 
munications  capabilities  for  direct  access  to  data 
bases,  download  capabilities,  data  processing,  and 
word  processing  capabilities.  The  distribution  of  this 
computing  power  to  the  ultimate  user  enhances  the 
efficiency  and  effectiveness  of  the  OCC’s  supervisory 
functions.  Testing  of  this  technology  is  performed  by 
Supervisory  Research. 

A  major  project  in  1984  and  1985  is  the  micro¬ 
computer  implementation.  Personnel  from  Supervisory 
Research  have  tested  various  hardware  and  software, 
and  provided  training  support  on  specialized  topics 
such  as  local  area  network,  advanced  software  train¬ 
ing,  applications  standards/development,  hard  disk 
training,  manager  orientation  on  microcomputers,  and 
SES  training  on  microcomputers. 

Although  training  consumes  a  large  portion  of  the 
staff's  time,  research  and  development  continues  in 
the  area  of  new  techniques.  Research  was  performed 
on  Duration  for  possible  use  by  the  OCC  In  addition, 
forecasting  models  (developed  in  1982)  are  being 
revised  for  new  Call  Report  changes.  The  major  ap¬ 
plications  being  developed  include  annual  financial 
forecasting  models,  quarterly  financial  forecasting 
models,  and  a  quarterly  interest  rate  sensitivity  model 
All  of  the  models  incorporate  Call  Report  data  down¬ 
loaded  from  the  OCC’s  mainframe  computer 

Chief  National  Bank  Examiner 

The  Office  of  the  Chief  National  Bank  Examiner  formu¬ 
lates,  implements  and  monitors  policy  for  banks  with 
assets  of  less  than  $1  billion  Reporting  to  the  Chief 
National  Bank  Examiner  are  the  Assistant  Chief  Na¬ 
tional  Bank  Examiner  and  the  Deputy  Comptroller  for 
Trust  and  Securities  The  Assistant  Chief  National 
Bank  Examiner  oversees  Commercial  Examinations 
Consumer  Examinations,  EDP  Examinations  and  Bank 
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Accounting  The  Deputy  Comptroller  for  Trust  and 
Securities  is  responsible  for  the  Trust  Examinations 
ana  Investment  Securities  aivisions. 

Commercial  Examinations 

The  Commercial  Examinations  Division  identifies  is¬ 
sues  and  trends  in  the  financial  services  industry, 
develops  bank  supervision  and  examination  policies 
and  regulations,  and  evaluates  the  effectiveness  of 
and  compliance  with  national  policies  and  proce¬ 
dures  In  addition,  the  division  prepares  Congres¬ 
sional  testimony,  speeches,  correspondence  and  re¬ 
ports. 

Commercial  Examinations  Division  personnel  analyze 
changes  in  banking  operations  and  the  financial  serv¬ 
ices  industry  and  revise  and  update  the  Comptroller's 
Handbook  for  National  Bank  Examiners  semiannually. 
The  division  also  acts  as  liaison  with  other  regulatory 
agencies,  the  banking  industry,  and  related  groups  on 
matters  relating  to  supervisory  and  examination  policy 
and  procedures. 

In  1984,  the  division  developed  a  supervisory  policy 
and  established  a  management  information  system  for 
chain  bank  organizations.  In  addition,  procedures  for 
coordinating  examinations  of  chain  banks  were  im¬ 
plemented. 

The  division  participated  in  reviews  of  district  compli¬ 
ance  with  bank  supervision  policies  to  ensure  consist¬ 
ency  of  application.  This  quality  control  project,  which 
began  in  1983,  is  an  ongoing  process. 

The  division  gathered  and  analyzed  data  and  pre¬ 
pared  Congressional  testimony  on  brokered  deposits. 
A  system  to  monitor  brokered  deposits  as  well  as 
policy  to  guide  the  supervision  of  banks  using 
brokered  deposits  were  developed  by  the  division. 

The  Commercial  Examinations  Division  took  the  lead 
m  the  formulation  of  a  proposed  capital  regulation. 
Frequent  discussions  were  held  with  the  other  banking 
agencies  in  an  effort  to  develop  a  common  policy 
Public  comments  have  been  received  and  evaluated 
and  a  final  regulation  has  been  drafted 

"he  division  coordinated  a  study  to  develop  OCC’s 
policy  and  rules  on  disclosure  of  financial  and  other 
information  regarding  national  banks  The  disclosure 
system  is  intended  to  permit  informed  decisionmaking 
by  participants  in  the  market  place,  including  unin¬ 
sured  depositors  and  shareholders 

r  e  d  /ision  and  a  task  force  of  field  examiners  de- 


ing  classification  of  agricultural  loans.  In  addition,  the 
division  participated  in  seminars  for  bankers  and  other 
representatives  of  the  agricultural  industry.  The  semi¬ 
nars  addressed  the  severe  problems  facing  agri¬ 
cultural  banks  and  their  customers. 

The  division  administers  the  Shared  National  Credit 
Program.  This  program  provides  a  uniform  national 
review  of  loans  of  $20  million  or  more  when  the  credit 
is  shared  by  two  or  more  banks.  The  1984  Uniform 
Review  of  Shared  National  Credits  began  in  May  and 
was  the  most  extensive  since  the  program  began  in 
1975.  Simultaneous  reviews  by  the  Federal  Reserve 
Board,  the  Federal  Deposit  Insurance  Corporation  and 
the  OCC  covered  2,769  shared  credits  which  ag¬ 
gregated  $323  billion.  This  amount  represents  ap¬ 
proximately  28  percent  of  all  domestic  commercial 
bank  credit. 

The  division  administers  the  civil  money  penalty  proc¬ 
ess.  Division  personnel  are  responsible  for  making 
recommendations  on  the  propriety  of  all  civil  money 
penalty  matters  for  1  and  2  rated  banks.  In  addition, 
the  division  issues  monthly  reports  for  management's 
use  on  the  status  of  each  referral. 

Consumer  Examinations  Division 

The  Consumer  Examinations  Division  is  responsible 
for  ensuring  that  national  banks  achieve  a  high  level  of 
compliance  with  consumer  protection  and  fair  lending 
laws.  The  division  develops  examination  procedures 
and  policies,  monitors  national  bank  compliance  with 
consumer  laws  and  regulations,  and  assists  in  con¬ 
sumer  compliance  training  for  examiners  and  bank¬ 
ers.  In  addition,  the  division  supervises  the  administra¬ 
tive  enforcement  process  for  banks  requiring  more 
than  normal  supervisory  attention  as  a  result  of  non- 
compliance  with  consumer  protection  laws.  The 
division’s  staff  gives  technical  assistance  to  examiners 
and  bankers  and  administers  the  OCC’s  complaint 
process. 

In  1984,  the  division  sponsored  a  Consumer  Com¬ 
plaint  Specialists'  Seminar.  Complaint  specialists  from 
the  district  and  Washington  offices  participated  in 
sessions  covering  credit  scoring,  pre-approved  credit 
solicitations,  updates  of  the  Equal  Credit  Opportunity, 
Truth  in  Lending  and  Electronic  Fund  Transfer  Acts 
and  enhancements  made  during  1984  to  the  auto¬ 
mated  consumer  complaint  system  The  system  now 
has  an  on-line  data  input  and  inquiry  capability  which 
should  result  in  more  timely  reports  and  a  reduction  in 
administrative  burden 

The  division  director  served  as  the  Chairman  of  the 
Federal  Financial  Institutions  Examination  Council’s 
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(FFIEC)  Consumer  Compliance  Task  Force  in  1984. 
The  Task  Force  initiated  and  developed  a  question¬ 
naire  on  the  Home  Mortgage  Disclosure  Act  which 
was  distributed  to  the  depositories.  It  is  anticipated 
that  the  information  derived  from  the  questionnaire  will 
be  used  in  drafting  testimony  during  the  1985  Con¬ 
gressional  hearings  on  whether  or  not  to  extend  the 
Act.  The  Task  Force  also  developed  a  Consumer 
Information  Pamphlet  which  will  assist  consumers  in 
determining  generally  what  laws  and  regulations  ap¬ 
ply  to  their  financial  matters  and  which  financial  regu¬ 
latory  agency  to  write  to  should  they  have  a  complaint 
concerning  their  bank,  savings  and  loan  or  credit 
union. 

Staff  members  also  served  as  instructors  in  a  number 
of  agency  and  industry-sponsored  schools  and  also 
provide  assistance  in  the  interpretation  of  consumer 
and  fair  lending  regulations. 

Special  Assistant  for  Fair  Lending — The  Special  As¬ 
sistant  for  Fair  Lending  works  closely  with  the  Con¬ 
sumer  Examinations  Division.  The  Special  Assistant  is 
a  policy  advisor  who  helps  identify  and  initiate  pro¬ 
gram  and  procedural  changes  which  may  strengthen 
the  OCC's  overall  responsiveness  to  fair  lending  is¬ 
sues.  Responsibilities  include  evaluating  and  monitor¬ 
ing  examination  procedures  to  determine  the  extent  of 
banks’  compliance  with  fair  lending  laws  and  regula¬ 
tions  and  recommending  specific  corrective  action  for 
banks  that  may  not  be  in  compliance.  The  Special 
Assistant  is  the  OCC's  primary  representative  in  fair 
lending  matters,  and  serves  as  liaison  with  other 
regulatory  agencies,  civil  rights  organizations,  the 
Departments  of  Justice  and  Housing  and  Urban  De¬ 
velopment,  and  other  public  and  private  organiza¬ 
tions. 

EDP  Examinations 

The  role  of  the  EDP  Examinations  Division  continued  to 
evolve  in  1984  Shifts  in  focus  and  resource  allocation 
were  made  to  support  the  goals  and  objectives  of  the 
Chief  National  Bank  Examiner  and  Bank  Supervision. 

The  EDP  Examinations  Division  is  responsible  for 
suoporting  the  Chief  National  Bank  Examiner  and 
Bank  Supervision  by  identifying  issues,  developing 
policy,  and  evaluating  policy  for  bank  technology  and 
information  systems  management  issues.  In  1984,  the 
division  provided  substantial  support  in  addressing 
OCC-wide  bank  supervisory  and  operational  priorities 

The  division  identifies  issues  through  research  and 
environmental  scanning,  industry  liaison,  and  techni¬ 
cal  counseling  and  training  support  for  OCC  field  staff 
In  addition,  the  division  devotes  a  substantial  portion 


of  its  resources  to  supporting  the  Bank  Technology 
and  Telecommunications  Task  Force  (BaTT)  in  its 
surveillance  of  events  and  trends  in  the  banking 
industry's  use  of  technology. 

The  policy  development  aspect  of  the  division’s  mis¬ 
sion  involves  translating  issues  and  concerns  into 
bank  supervisory  policies  and  procedures  Senior 
project  managers  work  with  other  bank  supervision 
staff  to  design,  develop,  test,  and  implement  policy 
and  procedural  responses  to  technology  and  other 
bank  supervisory  issues. 

The  division  administers  the  Bank  Supervision  Quality 
Control  Program  as  well  as  a  sophisticated  information 
and  reporting  system  for  the  EDP  examinations  func¬ 
tion  called  AEGIS  (Automated  Examination-Generated 
Information  System). 

In  addition,  the  division  administers  the  Multi-District 
Data  Processing  Servicers  Examination  Program 
(MDPS).  This  program  is  an  interagency  cooperative 
program  for  examining  the  largest  EDP  services  of 
banks,  savings  and  loan  associations,  and  credit 
unions. 

In  1984,  the  division  initiated  several  innovative 
projects.  The  most  notable  of  these  projects  was 
focusing  examination  attention  to  areas  of  supervisory 
concern  rather  than  on  all  aspects  of  bank  operations 
The  BASE  concept  (Bank  Administrative  Systems  Ex¬ 
amination)  is  to  use  scarce  examining  resources  more 
efficiently  and  increase  effectiveness  by  targeting  and 
concentrating  examination  resources  on  areas  of  bank 
operations  where  management  controls  appear  to  be 
weak  or  inadequate.  The  need  to  create  a  mechanism 
for  maintaining  effective  bank  supervision  in  a  fluid 
and  rapidly  changing  operating  environment  with  lim¬ 
ited  resource  availability  is  becoming  increasingly 
critical. 

Finally,  the  division  participated  in  the  effort  to  improve 
the  supervision  of  problem  institutions;  studied  and 
developed  a  proposed  policy  on  bank  examination 
report  processing  and  distribution;  and  worked  on  the 
initial  design  and  development  of  a  comprehensive 
policy  manual  for  Bank  Supervision 

Bank  Accounting 

The  Bank  Accounting  Division  establishes  accounting 
principles  and  reporting  practices  for  national  banks 
interprets  these  principles  and  practices,  develops 
internal  accounting  education  programs,  and  reviews 
and  provides  guidance  for  the  preparation  of  financial 
statements  included  in  merger  proxy  statements,  of¬ 
fering  circulars  and  registration  statements  The  divi 
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also  represents  the  Office  of  the  Chief  National 
Rank  Examiner  in  many  OCC  and  interagency  work 
groups,  including  the  FFIEC  Reports  Task  Force. 

Curing  the  year,  the  division  directed  its  attention  to 
numerous  accounting,  reporting,  and  supervisory  is¬ 
sues  These  included  capitalization  of  interest  on 
cans  in-substance  defeasance,  organizational  costs, 
deferred  tax  charges,  sales  of  loans  with  recourse, 
push-down  purchase  accounting,  deposit  float,  in¬ 
tangible  assets,  regulatory  capital  requirements,  fu¬ 
tures  and  forwards,  and  other  real  estate  owned 
(OREO)  transactions  The  division  takes  an  active  role 
n  the  process  of  setting  accounting  standards  that 
apply  to  national  banks  by  maintaining  a  close  rela¬ 
tionship  with  the  Financial  Accounting  Standards 
Board  (FASB),  the  Emerging  Issues  Task  Force,  and 
the  American  Institute  of  Certified  Public  Accountants 
(AICPA)  Banking  Committee 

The  division  made  a  significant  contribution  to  devel¬ 
oping  regulations  on  the  accounting  for  international 
loan  and  restructuring  fees  and  the  Allocated  Transfer 
Risk  Reserve  Assistance  was  also  provided  in  devel¬ 
oping  responses  to  various  international  loan  issues, 
including  several  international  loan  restructurings  and 
clarification  of  the  rule  on  non-accrual  of  interest. 

The  division  continued  its  effort  to  ensure  adequate 
understanding  of  accounting  principles  and  reporting 
requirements.  Division  representatives  presented  the 
OCC  s  views  at  several  industry  conferences  and 
served  as  instructors  for  two  formal  training  programs 
which  were  conducted  for  approximately  150  OCC 
Examiners 

financial  statements  reviewed  by  the  division  in¬ 
cluded  those  in  149  business  combination  proxy 
statements  (12  CFR  11.5  and  11.51),  52  offering 
circulars  (12  CFR  16),  and  103  registration  statements 
on  Forms  F-1,  S-14,  or  S-15  (12  CFR  11.4  and  11  41). 

Investment  Securities 

The  Investment  Securities  Division  provides  policy 
analysis  on  matters  relating  to  investment  securities, 
bank  dealer  and  money  market  activities  The  division 
a'so  coordinates  and  carries  out  the  responsibilities 
mposed  by  federal  securities  law  as  the  appropriate 
regulatory  agency  for  national  bank  municipal  securi- 
’  es  dealers  in  addition  the  division  acts  as  liaison 
// tk  the  investment  banking  and  securities  industry, 
-ark  dealer  community,  other  regulatory  bodies  and 
.  /vith  respect  to  investment  securities,  bank 
iea  er  ar  d  money  market  activities 

monitored  changes  in  bank  securities 


activities  during  1984  and  developed  policies  and 
supervisory  techniques  to  ensure  continued  safe  and 
sound  bank  operation  in  these  areas.  The  division 
continued  to  administer  the  Investment  Securities 
Specialist  program  which  is  a  training  program  de¬ 
signed  to  ensure  that  a  high  level  of  examiner  exper¬ 
tise  would  be  available  in  this  increasingly  complex 
and  innovative  area. 

The  Investment  Securities  Division  continued  its  com¬ 
mitment  to  examiner  training  by  participating  as  in¬ 
structors  and  coordinators  for  a  series  of  seminars  on 
bank  dealer  and  investment  activities,  futures  and 
interest  rate  swaps.  The  division's  staff  participated  in 
numerous  outside  speaking  engagements,  serving  to 
foster  communications  with  the  bank  dealer  and  in¬ 
vestment  banking  communities  as  well  as  the  securi¬ 
ties  industry. 

Trust  Examinations 

The  Trust  Examinations  Division  develops  examination 
policies  and  procedures  relating  to  the  fiduciary  activi¬ 
ties  of  national  banks  Technical  support  is  provided  to 
examiners,  District/Field  Offices,  and  other  divisions 
within  the  Washington  Office.  Policy  decisions  and 
information  are  disseminated  to  banks,  trade  associa¬ 
tions,  and  other  government  agencies.  External  liaison 
is  maintained  with  the  fiduciary  and  related  financial 
services  industry.  Trust  staff  participate  in  national  and 
state  trust  conferences.  They  deliver  speeches  and 
lectures  and  participate  in  panel  discussions. 

The  division  plans  and  oversees  international  exami¬ 
nations  of  national  bank  fiduciary  activities.  During 
1984,  the  international  fiduciary  activities  of  two  multi¬ 
national  banks  were  examined  at  overseas  locations. 
The  first  Annual  Report  of  International  Fiduciary  Ac¬ 
tivities  was  developed  and  implemented.  Division  staff 
supported  the  Multinational  and  Regional  Bank  Divi¬ 
sions  in  overseeing  the  examination  of  domestic  trust 
activities.  Staff  also  participated  in  numerous  internal 
projects  with  other  OCC  divisions.  Advice  and  assist¬ 
ance  in  enforcement  and  compliance  activities  involv¬ 
ing  trust  examination  matters  were  provided.  The 
division  conceived,  developed  and  implemented  pol¬ 
icy  and  procedures  regarding  national  bank  examin¬ 
ers’  participation  in  the  training  program  for  fiduciary 
activities.  Trust  staff  served  as  lecturers  and  instruc¬ 
tors  for  FFIEC,  OCC  and  interagency  schools. 

In  addition  to  formulating  policy,  the  division  performs 
administrative  and  functional  activities  Four  hundred 
seven  collective  investment  fund  plans/amendments 
were  processed  during  1984,  including  220  docu¬ 
ments  for  review  and  response  Fiduciary  consumer 
complaints  requiring  technical  expertise  were  re- 


searched  for  resolution.  The  revised  Comptroller's 
Handbook  for  National  Trust  Examiners  and  General 
Examination  Procedures  were  completed  and  pub¬ 
lished  during  1984. 

Forty-five  applications  for  fiduciary  powers  were  re¬ 
viewed  and  processed  during  the  year,  including 
applications  for  several  foreign  federal  branches.  Re¬ 
quests  to  establish  13  trust  service  offices  were  ana¬ 
lyzed  and  approvals  issued.  The  division  reviewed 
and  processed  approximately  90  registrations/ 
amendments  to  registrations  of  the  692  securities 
transfer  agents  in  national  banks.  Securities  and  Ex¬ 
change  Commission  proposals  concerning  turn¬ 
around  times  for  exempt  transfer  agents,  removal  or 
suspension  of  transfer  agents,  and  tender  offers  were 
analyzed  and  comments  rendered.  National  banks 
acting  in  the  capacity  of  registered  transfer  agent 
were  examined,  as  well  as  those  corporations  which 
perform  transfer  services  for  national  banks  in  an 
agency  capacity. 

Federal  Financial  Institutions  Examination  Council 

The  Federal  Financial  Institutions  Examination  Council 
was  established  on  March  10,  1979,  pursuant  to 
Public  Law  95-630.  The  Council  is  composed  of  the 
Comptroller  of  the  Currency,  the  Chairman  of  the 
Federal  Deposit  Insurance  Corporation,  the  Chairman 
of  the  Federal  Home  Loan  Bank  Board,  the  Chairman 
of  the  National  Credit  Union  Administration,  and  a 
member  of  the  Board  of  Governors  of  the  Federal 
Reserve  System. 

The  Council  seeks  to  establish  uniform  principles, 
standards,  and  report  forms  for  examining  depository 
institutions;  develops  and  maintains  uniform  reporting 
systems  for  depository  institutions,  their  holding  com¬ 
panies  and  their  subsidiaries;  and  conducts  schools 
for  examiners  of  the  federal  supervisory  agencies. 


To  administer  those  functions,  the  Council  has  estab¬ 
lished  permanent  interagency  task  forces  for  super¬ 
vision,  report,  surveillance,  examiner  education,  and 
consumer  compliance  These  task  forces  meet  regu¬ 
larly,  as  do  various  subcommittees  of  the  task  forces 

The  Council's  approved  the  following  in  1984 

•  A  Uniform  Report  of  Examination  for  commercial 
banks  for  field  testing  by  the  three  Federal 
banking  agencies.  Several  states  will  also  par¬ 
ticipate  in  the  field  test. 

•  A  recommendation  to  the  three  banking  agen¬ 
cies  that  they  adopt  the  Uniform  Bank  Screening 
System  developed  by  the  Task  Force  on  Sur¬ 
veillance.  All  three  agencies  approved  the 
Council’s  recommendation. 

•  A  Statement  of  Policy  on  the  interagency  ex¬ 
change  of  supervisory  information  and  recom¬ 
mendation  of  adoption  by  the  three  banking 
agencies  and  the  FHLBB  All  four  agencies 
approved  the  Council’s  recommendation 

•  Revisions  to  the  Country  Exposure  Report,  in¬ 
cluding  the  new  Country  Exposure  Information 
Report  to  be  made  available  to  the  public,  in 
accordance  with  a  provision  of  the  International 
Lending  Supervision  Act  of  1983. 

•  The  issuance  for  public  comment  of  a  proposed 
Country  Exposure  Report  for  U.S.  branches  and 
agencies  of  foreign  banks. 

•  A  survey  of  the  central  depositories  for  Home 
Mortgage  Disclosure  Act  data,  to  determine  the 
extent  to  which  the  public  is  making  use  of  the 
HMDA  data. 

•  General  recommendations  to  the  Federal  Re¬ 
serve  Board  regarding  appropriate  disclosure 
by  depository  institutions  for  adjustable  rate 
mortgages. 


National  Operations 


Management  Resources 

Human  Resources 

During  1984,  the  Human  Resources  Division  imple¬ 
mented  innovative  methods  for  keeping  personnel 
programs  and  policies  abreast  of  and  consistent  with 
the  OCC’s  evolving  mission.  These  included  imple¬ 
menting  a  new  management  information  system, 


streamlining  internal  operations,  and  maintaining  and 
improving  existing  human  resources  programs 

The  Personnel  Management  Information  and  Tele¬ 
communications  System  (PERMITS)  was  started  suc¬ 
cessfully  in  Washington  and  is  operational  in  most 
districts.  This  system  is  reducing  time  and  rec 
ordkeeping  burdens  traditionally  associated  with  man 
ual  personnel  processing  systems  It  also  offers  an 
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accurate  and  accessible  data  base  for  providing 
reports  and  analyses  to  management  for  projecting 
and  planning  human  resource  utilization. 

mplementation  of  PERMITS  has  allowed  for  delega¬ 
tions  of  personnel  management  authority  in  most 
district  offices  and  has  given  district  managers  greater 
control  over  local  issues  This  is  resulting  in  more 
timely  and,  in  many  instances,  more  geographically 
sensitive  decisions  This  allows  district  management 
more  time  to  address  employee  concerns  and  provide 
meaningful  performance  and  career  guidance. 

Streamlining  internal  operations  has  enabled  the  divi¬ 
sion  to  focus  more  on  research,  development  and 
providing  staff  support  to  OCC  management  and 
employees.  One  of  the  primary  efforts  was  strengthen¬ 
ing  the  districts'  position  management  program 
through  implementation  of  duty  station  staffing  plans. 
The  plans  base  the  distribution  of  experienced  exam¬ 
iners  on  such  factors  as  asset  size,  complexity  and  the 
number  of  employees  at  the  financial  institutions  under 
each  duty  station's  jurisdiction. 

Examiners  now  have  a  better  knowledge  of  career 
opportunities  through  more  consistent  promotion  poli¬ 
cies  and  more  frequent  national  advertisement  of 
vacant  positions.  Methods  for  refining  the  staffing 
plans  to  address  resource  allocation  on  the  basis  of 
potential  risk  are  being  researched. 

In  line  with  tailoring  programs  to  the  needs  of  OCC 
employees,  a  study  of  the  examiner  occupation  was 
conducted  by  the  Brecker  and  Merryman  consulting 
firm  which  included  surveys  of  employee  attitudes  and 
bankers’  perceptions  of  the  examiner's  role  and  skills 
in  the  years  to  come.  Many  of  the  insights  gained  from 
the  study  are  prompting  research  into  new  methods  of 
recruiting,  developing,  appraising  and  communicat¬ 
ing  with  the  examining  population. 

in  the  recruitment  area,  new  methods  of  selecting 
assistant  national  bank  examiners  are  being  tested 
and  examiner  career  paths  are  being  studied  for 
potential  restructuring 

n  addition,  the  division  handled  its  traditionally  heavy 
jperafional  workload  and  improved  many  of  its  exist- 
g  programs  Specifically,  4853  personnel  actions 
A/ere  processed  and  160  competitive,  40  NRP  and  6 
OF  3  /acancies  were  filled  in  1984  Implementation  of 
COPE  employee  assistance  program  provided  a 
/anoty  of  helpful  counselling  services  which  have 
a  read/  assisted  in  averting  job-  and  life-threatening 
.mo's  An  OCC  Automobile  Insurance  package 
'  as  pro/ided  examiners  with  low  rates  (in  most  cases 
rk  ar  those  of  their  private  policies)  and  a  con¬ 


venient  payroll  deduction  payment  plan  OCC  Life 
Insurance  coverage  has  been  expanded  and  costs  for 
the  program  have  been  contained  through  1987  The 
new  World  Access  Program  extended  the  OCC  Health 
Plan  to  cover  medical  emergencies  which  may  occur 
during  overseas  or  international  official  travel  of  OCC 
employees  and  their  families. 


Administrative  Services  Division 

This  year,  the  Administrative  Services  Division  carried 
out  a  wide  variety  of  programs  which  significantly 
improved  the  work  environment  of  the  OCC  and 
provided  the  support  that  the  agency  needs  to  carry 
out  its  mission  effectively. 

Dramatic  improvements  were  made  in  the  OCC’s 
office  space  in  Washington  and  throughout  the  coun¬ 
try.  New  facilities  were  designed  and  constructed  for  a 
number  of  district  and  field  offices.  Duty  stations 
across  the  country  were  surveyed  and  gradual  up¬ 
grading  of  these  offices  is  now  underway.  Extensive 
renovations  were  accomplished  in  the  headquarters 
offices  Modern  training  and  teleconferencing  facilities 
were  constructed  which  have  made  the  use  of  ad¬ 
vanced  training  and  communications  techniques  pos¬ 
sible. 

In  1984,  advanced  technology  enabled  Administrative 
Services  to  answer  the  needs  of  the  agency  quickly 
and  effectively.  This  ranged  from  sophisticated  com¬ 
puterized  graphics  equipment,  which  allows  rapid 
in-house  production  of  professional  graphics  prod¬ 
ucts,  to  the  automating  of  major  administrative  func¬ 
tions,  including  inventory  control  of  a  multi-million 
dollar  stock  of  supplies  and  forms,  publications,  and 
personal  property. 

Administrative  Services’  operations  were  streamlined 
this  year.  Major  responsibilities  for  ordering  goods  and 
services  and  maintaining  supplies  were  delegated  to 
the  districts.  This  will  reduce  shipping  costs  and  result 
in  more  efficient  service.  A  standardized  lease  was 
developed  this  year  which  will  protect  OCC  rights  as  a 
tenant  and  vigorous  negotiation  of  leases  has  ensured 
that  the  agency  gets  top  value  for  its  dollar.  A  com¬ 
prehensive  nationwide  office  space  planning  and 
budgeting  system  was  implemented  to  channel  funds 
to  highest  priority  needs.  Procurement  operations 
have  also  been  upgraded  Tougher  contract  negotia¬ 
tions  yielded  notable  savings  and  more  contracts 
were  bid  for  competitively  A  new  records  disposition 
schedule  was  approved  by  the  archivist  of  the  United 
States  for  the  OCC  Headquarters  and  district  offices 
will  be  able  to  dispose  of  unneeded  records,  thus 
reducing  storage  burdens 
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This  year,  a  number  of  innovative  approaches  to 
administrative  functions  were  initiated.  By  utilizing 
advanced  graphics  eguipment  and  the  expertise  of 
in-house  graphics  staff  at  headquarters,  high  quality 
graphics  will  be  available  to  examiners  for  bank 
boardroom  presentations.  A  nationwide  study  of  OCC 
telecommuniction  needs  in  the  field  over  the  next 
decade  resulted  in  specifications  for  Kansas  City’s 
acquisition  of  a  modern  telecommunications  system. 

In  addition,  Administrative  Services  continued  to  pro¬ 
vide  high  quality  professional  administrative  support 
to  the  OCC.  The  division  is  responsible  for  a  wide 
range  of  day-to-day  services,  from  carrying  out  park¬ 
ing  policy  to  responding  to  requests  for  assistance 
from  top  management.  During  1984,  approximately 
2,000  requests  for  purchases  and  contracts,  totaling 
$10  million  were  processed.  Approximately  800 
graphics,  1,600  printing,  and  1,800  reproduction  re¬ 
quests  were  filled.  The  library  responded  to  over  5,000 
reference  queries,  conducted  400  legal  precis 
searches,  and  purchased  900  new  publications.  The 
division  also  negotiated  and  administered  leases 
totaling  $9  million  for  space  used  by  the  OCC  in 
Washington  and  around  the  country. 

Operations 

The  Deputy  Comptroller  for  Operations  serves  as  a 
key  advisor  to  the  Senior  Deputy  Comptroller  for 
National  Operations  by  participating  in  all  matters 
pertaining  to  district  administration,  operations  analy¬ 
sis  and  training  and  development.  The  Deputy  Comp¬ 
troller  is  a  member  of  the  District  Administrators’ 
Group,  Vice  Chairman  of  the  District  Management 
Group  and  directs  external  audit  liaison  activities  for 
OCC. 

Operations  Analysis 

The  Operations  Analysis  Division  has  primary  respon¬ 
sibility  for  management  analysis  and  program  evalu¬ 
ation  at  OCC.  The  division  also  provides  district  liaison 
functions  which  identify  concerns,  implements  and 
directs  monitoring,  and  provides  coordination  and 
analyses  of  district  operations.  Staff  support  is  also 
provided  for  the  Senior  Deputy  Comptroller  for  Na¬ 
tional  Operations,  the  Deputy  Comptroller  for  Opera¬ 
tions,  the  District  Management  Group,  and  the  District 
Administrators’  Group.  The  division  provides  overall 
management  of  specialized  studies  identified  and 
assigned  by  these  groups. 

The  staff  consists  of  national  bank  examiners  and 
management  analysts.  Ongoing  functions  include  the 
review  and  analyses  of  major  programs  and  manage¬ 
ment  systems,  organizational  surveys  and  design, 


workflow  analysis,  project  and  program  management, 
and  establishment  of  new  systems 

In  1984  the  division  completed  a  study  to  determine 
the  most  effective  methods  for  identifying  banks  re¬ 
quiring  supervisory  attention  through  offsite  surveil¬ 
lance  techniques;  conducted  vulnerability  assess¬ 
ments  and  other  related  activities  as  prescribed  by  the 
Federal  Managers  Financial  Integrity  Act  and  OMB 
circular  A-123;  designed  and  is  in  the  process  of 
completing  a  major  in-house  management  consulting 
project  for  streamlining  district  and  field  office  opera¬ 
tions;  performed  a  self-assessment  of  the  division, 
streamlined  the  A-123  process  in  order  to  reduce  the 
FTE  commitment  for  the  program’s  administration, 
directed  the  development  of  a  quarterly  report  ad¬ 
dressing  the  full  range  of  district  operations;  and 
completed  reorganization  of  the  field  office  structure 

Training  and  Development 

The  Training  and  Development  Division  educates  and 
develops  OCC’s  executives,  managers,  examiners, 
attorneys,  and  administrative  staff  in  accordance  with 
agency  goals  and  budgetary  constraints  The 
division's  staff  includes  education  specialists,  em¬ 
ployee  development  specialists,  national  bank  exam¬ 
iners,  a  national  trust  examiner  and  a  psychologist. 
The  staff  works  on  course  design,  course  administra¬ 
tion  and  career  development. 

The  course  design  unit  is  responsible  for  developing 
new  courses,  administering  computer-based  training 
programs,  and  converting  existing  courses  into  other 
types  of  training.  Some  of  the  new  courses  developed 
in  1984  were  How  to  Evaluate  Strategic  Plans;  Inter¬ 
national  Credit-Self  Study:  and  Project  Management 
Two  other  self-study  courses  in  the  developmental 
process  are  Energy  Credit  and  Agricultural  Credit 
Other  projects  undertaken  were  the  Technical 
Progress  Program  Evaluation  (TPE),  a  computer- 
based,  self-evaluation  program  designed  to  assist 
examiners  in  determining  their  strengths  and  weak¬ 
nesses  in  technical  training;  revisions  to  a  "Consumer 
Orientation  Test,"  to  make  the  computer  based  course 
more  user  friendly;  videotaping  and  editing  Congres¬ 
sional  hearings  on  banking  topics;  and  a  training 
needs  survey  to  update  training  in  a  timely  fashion 

Training  and  Development's  course  administration 
unit  is  responsible  for  administering  all  courses  includ¬ 
ing  computer  assisted  instruction,  curriculum  devel¬ 
opment,  District  Staff  training  conferences,  providing 
instructors,  and  evaluating  and  revising  programs  and 
courses.  In  1984,  Training  and  Development  con¬ 
ducted  187  sessions  of  50  ongoing  professional  train¬ 
ing  programs.  In  addition,  the  division  coordinated 
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courses  administered  at  the  District  level,  adminis¬ 
tered  six  District  Staff  Training  Conferences,  and  ar¬ 
ranged  for  938  courses  outside  the  agency.  During 
1984  Training  and  Development  developed,  imple¬ 
mented  and  administered  a  2-week  microcomputer 
training  program  This  project  will  involve  over  1,000 
participants. 

Training's  Career  Development  unit  is  responsible  for 
developing  and  maintaining  executive  programs  to 
provide  for  OCC  management  succession  planning. 
During  1984.  Training  developed  and  published  an 
Individual  Development  Plan  Handbook,  a  Career 
Development  Course  Directory  and  a  Management 
and  Executive  Development  Program  Directory.  In 
addition,  the  unit  conducted  1 1  sessions  of  five  ongo¬ 
ing  management  training  programs  for  173  partici¬ 
pants.  The  qualifications  for  Management  Intern  and 
Director  Candidate  Programs  were  upgraded  to  en¬ 
sure  management  advancement  opportunities  would 
be  provided  for  exceptional  employees.  The  Career 
Development  Committee  membership  was  expanded 
to  include  Deputy  Comptrollers  from  both  the  Wash¬ 
ington  and  District  Offices.  Developmental  assign¬ 
ments  at  the  director  level  were  expanded  in  1984  and 
selections  were  made  for  the  Management  Intern 
Program. 

Delivery  of  training  and  development  products  were 
enhanced  in  1984  through  the  use  of  advanced  tech¬ 
nologies  such  as  video  teleconferencing  and  micro¬ 
computers. 

Video  teleconferencing  has  proven  to  be  a  highly 
successful  medium  for  communicating  educational 
topics  and  OCC  policy  to  the  field.  Five  teleconfer¬ 
ences  were  conducted  this  past  year  and  reached 
audiences  ranging  between  450  to  700  OCC  employ¬ 
ees  The  division  plans  to  expand  the  use  of  video 
teleconferencing  to  include  regular  meetings  between 
agency  senior  executives,  district  executives  and  duty 
station  managers. 

Microcomputer  training  was  conducted  by  the  division 
for  personnel  in  three  of  the  six  districts  and  has  been 
scheduled  for  the  remaining  districts  in  1985.  The 
naming  sessions  introduce  examining  personnel  to 
word  processing.  Report  of  Examination  applications, 
'eiecommumcations,  Lotus  1-2-3,  and  financial  model- 
mg  Microcomputers  are  an  important  tool  for  improv¬ 
es  examination  quality,  productivity,  examination 
p  annmg  and  offsite  monitoring  of  bank  performance 

Equal  Employment  Opportunity  The  Equal  Employ¬ 


ment  Opportunity  Office  is  responsible  for  monitoring 
EEO  trends,  affirmative  action  progress,  and  process¬ 
ing  complaints  of  discrimination.  The  Office  also  pro¬ 
vides  training,  advice,  and  guidance  to  managers, 
supervisors,  and  employees  on  EEO  and  affirmative 
action  matters. 

During  1984  the  EEO  Office  trained  the  Districts  in 
developing  individual  affirmative  action  plans  and 
assisted  them  in  preparing  plans  with  specific  goals 
and  action  items  to  assist  with  goal  attainment.  Plans 
were  developed  for  the  Washington  office  and  the 
agency. 

In  1984  the  Office  published  an  Affirmative  Action 
Study  which  examined  the  effectiveness  of  the  OCC’s 
affirmative  action  efforts  from  1981  to  1983.  The  study 
found  that  some  of  the  affirmative  action  goals  had 
been  met  and  minorities  and  females  were  beginning 
to  move  into  some  higher  level  positions.  This  trend 
continued  in  1984  with  1.8  percent  more  females  in 
senior  level  positions  than  in  1983.  Affirmative  action 
goals  were  met  for  white  females  and  Hispanic  males 
during  1984.  The  number  of  commissioned  bank 
examiners  revealed  that  the  percent  of  eligible  non¬ 
minority  females  that  were  commissioned  was  nearly 
the  same  as  the  percent  of  eligible  non-minority  males. 

A  review  of  complaints  during  the  year  also  showed 
positive  steps  by  management.  Although  there  were 
eleven  precomplaint  counseling  cases  in  1984  com¬ 
pared  to  five  in  1983,  only  three  reached  the  formal 
complaint  process.  This  demonstrates  a  concerted 
effort  by  management  to  resolve  complaints  infor¬ 
mally. 

Conference  Office — The  Conference  Office  plans,  de¬ 
velops  and  arranges  meetings,  conferences,  and 
seminars  for  Washington  personnel;  advises  the  dis¬ 
trict  offices;  and  arranges  housing  for  district  person¬ 
nel  temporarily  assigned  to  the  Washington  Office 
The  office  also  prepares  budget  estimates  and  com¬ 
parability  studies  to  ensure  cost-effective  scheduling, 
locations  and  facilities. 

In  1984,  the  office  planned  and  arranged  one  OCC/ 
FDIC  combined  meeting,  five  district  administrators' 
meetings,  nine  district  management  group  meetings, 
and  one  District  Counsel  meeting.  In  addition  to  those 
major  conferences,  the  office  assisted  the  Training 
and  Development  Division  in  accommodating  person¬ 
nel  on  Washington-based  task  force  assignments 
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Policy  and  Planning 


Bank  Organization  and  Structure 

Bank  Organization  and  Structure  establishes  and  im¬ 
plements  policies  affecting  corporate  activities  of  na¬ 
tional  banks  and  analyzes  and  processes  requests 
from  individuals  and  banks  to  engage  in  banking 
activities. 

During  the  past  few  years  BOS  has  substantially 
revised  licensing  policies  and  procedures  and  has 
expanded  delegations  of  authority  to  district  offices.  In 
order  to  improve  the  department's  functioning  in  an 
increasingly  decentralized  licensing  environment, 
BOS  was  reorganized  during  1984  into  two  divisions — 
Corporate  Activity  and  Licensing  Policy  and  Systems. 
Organizational  functions  were  realigned,  with  greater 
emphasis  placed  on  policy  development,  information 
systems  and  technical  support,  and  quality  control 
within  the  licensing  function. 

Corporate  Activity 

The  Corporate  Activity  Division  is  responsible  for  proc¬ 
essing  and  deciding  applications  for  new  bank  char¬ 
ters,  mergers,  consolidations,  corporate  reorganiza¬ 
tions,  conversions  of  state  banks  to  national  banks, 
operating  subsidiaries,  branches,  customer-bank 
communication  terminals  (CBCTs),  bank  office  reloca¬ 
tions,  changes  in  capital  and  Federal  branches  and 
agencies  of  foreign  banks.  The  division  also  evaluates 
and  processes  notices  of  change  in  controlling  owner¬ 
ship  of  national  banks  and  appraises  dissenting 
shareholders'  stock  associated  with  proposed  merg¬ 
ers  in  order  to  determine  its  fair  value.  Additionally,  the 
Corporate  Activity  Division  is  responsible  for  coordi¬ 
nating  District  Office  and  Washington  processing  of 
corporate  applications. 

Many  novel  or  controversial  applications  were  proc¬ 
essed  in  1984,  including  the  following: 

•  The  first  application  for  a  bank  service  corpora¬ 
tion  filed  with  the  Office  since  the  passage  of  the 
Garn-St  Germain  Depository  Institutions  Act  of 
1982  was  approved  on  January  25,  1984.  Ap¬ 
proval  was  given  for  Provident  Bank  of  Dela¬ 
ware,  National  Association,  Wilmington,  Del.,  to 
operate  PDB  Credit  Corporation,  a  leasing  sub¬ 
sidiary.  The  bank  is  a  subsidiary  of  Provident 
National  Corporation,  Bryn  Mawr,  Pa. 

•  On  February  15,  1984,  the  Office  approved  the 
second  national  bankers’  bank  Unlike  the  first 


bankers'  bank  approved  in  1983,  this  bank  will 
be  owned  by  subsidiaries  of  only  four  holding 
companies.  The  Office  waived  several  statutes 
normally  applied  to  new  charters  (as  authorized 
by  the  Garn-St  Germain  Depository  Institutions 
Act  of  1982),  among  them  the  residency  require¬ 
ments  of  directors,  and  the  voting  rights  of  the 
shareholder  banks. 

•  Nonbank  bank  applications  were  prominent 
among  corporate  decisions  in  1984.  On  Febru¬ 
ary  16,  1984  the  Office  approved  a  de  novo 
charter  application  filed  by  individuals  associ¬ 
ated  with  a  mutual  funds  management  com¬ 
pany.  On  May  9,  1984,  the  Comptroller  ap¬ 
proved  applications  of  four  existing  national 
trust  companies  to  expand  their  operations  to 
those  of  commercial  banks,  and  approved  two 
applications  for  de  novo  banks,  i.e.,  Depositors 
First  National  Bank  of  New  York,  and  Suburban 
Bank/Washington,  National  Association,  Wash¬ 
ington,  D  C.  On  that  same  date  the  Comptroller 
approved  four  of  31  de  novo  charter  applica¬ 
tions  filed  by  Dimension  Financial  Corporation 
All  of  these  institutions  will  forego  either  offering 
commercial  loans  or  accepting  demand  depos¬ 
its  in  order  not  to  be  defined  as  banks  under  the 
Bank  Holding  Company  Act.  As  a  result,  a  bank 
can  be  established  by  an  existing  bank  holding 
company  in  states  other  than  the  holding 
company’s  home  state,  or  a  bank  can  be  owned 
by  an  entity  that  is  not  a  bank  holding  company 
and  that  may  be  engaged  in  a  business  other 
than  banking.  In  November  and  December  the 
Office  approved  an  additional  130  applications 
for  nonbank  banks,  all  of  which  had  all  been  filed 
by  existing  bank  holding  companies 

•  Two  non-FDIC  insured  thrift  institutions  were 
merged  into  national  banks.  Although  the  institu¬ 
tions  involved  were  required  by  the  Bank  Merger 
Act  to  obtain  the  approval  of  the  FDIC,  the 
Comptroller  also  approved  the  merger  trans¬ 
actions  under  12  USC  215a. 

•  On  March  27,  1984,  an  application  to  merge 
Girard  Bank,  National  Association,  Bala 
Cynwyd,  Pa.,  into  Heritage  Bank,  National  As¬ 
sociation,  Jamesburg,  N.J.,  was  approved  This 
case  involved  banks  which,  except  for  one 
branch  of  Heritage,  operated  in  different  states 
The  Office  ruled  that  the  presence  of  one  of 
Heritage's  offices  in  Pennsylvania  was  sufficient 
to  conclude  that  Heritage  operated  in  Pennsyl- 
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vania  and,  that  absent  competitive  or  super¬ 
visory  concerns,  the  merger  was  legal  The 
Office  also  approved  all  existing  offices  of  the 
target  to  be  operated  as  branches  of  Heritage, 
the  resulting  bank  The  transaction  was  stopped 
when  the  Federal  Reserve  Board  denied  the 
merger  of  the  banks'  parent  companies. 

•  An  application  to  merge  the  First  National  Bank 
of  South  Carolina,  Columbia,  S.C  ,  into  South 
Carolina  National  Bank,  Charleston,  S.C.  was 
approved  on  June  7,  1984  This  case  involved 
two  of  the  largest  banks  in  South  Carolina  and 
entailed  the  divestiture  of  over  30  branches  and 
over  $250  million  in  deposits.  The  decision  con¬ 
sidered  thrift  institutions  as  competitors  of  com¬ 
mercial  banks. 

•  An  application  to  merge  Farmers  Community 
Bank,  State  College,  Pa.,  into  Peoples  National 
Bank  of  Central  Pennsylvania,  State  College,  Pa 
was  approved  on  November  5,  1984.  This  case 
presented  significant  competitive  issues.  The 
decision  considered  competition  offered  com¬ 
mercial  banks  by  thrifts,  brokerage  firms,  institu¬ 
tions  doing  business  in  the  area  although  not 
having  a  physical  presence  there,  and  the  im¬ 
pact  a  very  large  organization  has  on  competi¬ 
tion  even  though  its  presence  in  the  market  is 
through  a  relatively  small  subsidiary  or  branch. 
This  decision  to  approve  went  well  beyond  the 
normal  assessment  of  local  market  structure.  It 
also  included  an  assessment  of  the  local  econ¬ 
omy  and  the  impact  of  recent  changes  in  state 
bank  structure  laws. 

•  Denied  merger  cases  included  one  for  competi¬ 
tive  reasons  (two  largest  institutions  in  a  three- 
firm  market)  and  one  on  primarily  supervisory 
grounds  (bank  wishing  to  expand  without  hav¬ 
ing  a  sufficient  operating  history  or  adequate 
plans  for  the  operation  of  the  resulting  bank). 

•  Three  de  novo  charter  applications  were  ap¬ 
proved  under  state  reciprocal  banking  laws 
which  allow  bank  holding  companies  in  one 
state  to  establish  or  acquire  banks  in  other 
states  in  the  region  On  April  20.  1984,  approval 
was  given  to  Fleet  Financial  Corporation,  Provi¬ 
dence.  R  I  ,  to  establish  banks  in  Hartford, 
Conn  and  Boston,  Mass  On  July  24.  1984, 
approval  was  given  to  Hartford  National  Corpo¬ 
ration  Hartford.  Conn  to  establish  a  bank  in 
Providence  R  I  The  legality  of  the  state  statutes 
authorizing  acquisition  of  these  new  charters  is 

jrrent!/  being  challenged  and  will  be  reviewed 
by  the  Supreme  Court 

•  "  e  rate  of  denial  for  charter  applications  was 

'984  over  prior  years  Charter  applications 
;ommonly  denied  because  of  poor 
opera’ r  g  piar  s  arid  because  organizers  were 


associated  with  institutions  in  less  than  satisfac¬ 
tory  condition. 

•  Throughout  1984  the  Office  continued  to  ap¬ 
prove  capital  restructurings  known  as  reverse 
stock  splits.  This  process  allows  a  bank  to  pay 
off  minority  shareholders  by  reducing  capital 
and  eliminating  the  need  for  a  corporate  re¬ 
organization  through  an  interim  bank  merger 
Although  numerous  statutory  and  procedural 
requirements  must  be  met  in  order  to  accom¬ 
plish  a  reverse  stock  split,  their  use  is  increas¬ 
ing. 

Licensing  Policy  and  Systems 

In  October  1980,  the  OCC  began  the  Corporate 
Activities  Review  and  Evaluation  (CARE)  project,  a 
comprehensive  review  of  all  policies  and  procedures 
in  the  corporate  activities  area.  The  primary  objectives 
of  the  CARE  project  were  to  significantly  reduce  the 
paperwork  and  processing  burdens  on  the  applicant 
banks  and  the  agency,  and  to  adopt  policies  that 
enhance  the  ability  of  national  banks  to  compete  in  the 
financial  services  marketplace. 

In  July  1982,  the  OCC  initiated  CARE  II  to  accelerate 
the  review  of  the  corporate  activities  area.  A  consult¬ 
ant  was  hired  to  assist  in  the  review.  Background  work 
was  completed  during  1982  and  the  first  substantive 
revisions  of  policies  and  procedures  were  put  into 
effect  during  1983. 

Additional  progress  was  made  during  1984  under 
CARE  II.  Principal  achievements  included: 

•  Implementation  of  a  new  policy  and  new  proce¬ 
dures  for  requests  for  approval  to  establish  trust 
departments.  The  new  policy  and  procedures 
reduced  the  information  required  from  applicant 
banks  in  satisfactory  condition  by  about  75 
percent.  In  addition,  the  time  required  for  ap¬ 
proval  of  routine  applications  was  limited  to  a 
maximum  of  30  days. 

•  Implementation  of  a  new  policy  and  new  proce¬ 
dures  governing  conversions  of  state-chartered 
banks  to  national  banks.  A  simple  notification 
process  was  established  in  lieu  of  a  lengthy 
application,  and  an  unnecessary  publication  re¬ 
quirement  was  eliminated 

•  Publication  of  amendments  to  the  OCC  regula¬ 
tion  covering  applications  for  a  national  bank 
charter  (12  CFR  5  20).  The  amendments  elimi¬ 
nated  a  duplicative  publication  requirement  for 
bank  holding  company  sponsored  charter  ap¬ 
plications,  required  that  organizing  groups  for 
new  banks  designate  one  of  their  members  as  a 
spokesperson  who  would  be  the  primary  point 
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of  contact  between  the  OCC  and  the  group;  and 
established  a  12-month  limit  on  the  time  organ¬ 
izing  groups  have  to  raise  the  capital  required  to 
open  their  new  national  bank. 

In  addition  to  the  improvements  in  policies  and  pro¬ 
cedures,  two  major  initiatives  were  begun  in  1984  to 
further  enhance  the  overall  efficiency  and  effective¬ 
ness  of  the  OCC’s  performance  in  the  corporate 
activities  area.  The  first  was  the  development  of  a  new 
computerized  information  system  for  the  corporate 
activities  area — the  Licensing  Information  System. 
Two  parts  of  the  system  were  successfully  imple¬ 
mented  during  1984.  The  third  and  final  part  will  be 
implemented  early  in  1985.  The  second  was  the 
implementation  of  a  quality  control  system  for  the 
corporate  activities  area.  Three  district  offices  re¬ 
ceived  quality  control  reviews  during  1984. 

The  department  will  continue  to  seek  opportunities  for 
reducing  paperwork  burdens  on  national  banks  mak¬ 
ing  corporate  filings.  Attention  will  be  focused  on 
opportunities  for  effecting  legislative  changes  consist¬ 
ent  with  that  objective. 

Economic  and  Policy  Analysis 

The  Economic  and  Policy  Analysis  Division  (E&PA) 
supports  the  policy  objectives  of  the  OCC  through 
research  and  economic  analyses  of  financial  market 
developments  affecting  the  banking  industry.  The 
division's  economists  and  financial  analysts  provide 
senior  OCC  officials  with  data  and  analyses  of  the 
economy,  trends  in  banking  and  capital  markets,  and 
of  developments  affecting  the  OCC's  regulation  and 
supervision  of  national  banks.  E&PA  also  offers  ana¬ 
lytical  and  statistical  services  to  other  OCC  divisions. 

Over  the  past  year,  E&PA  devoted  its  resources 
primarily  to  the  two  major  concerns  facing  the  OCC, 
the  rising  number  of  bank  failures  and  equipping 
banks  with  the  powers  necessary  to  compete  in 
today’s  financial  marketplace.  In  the  face  of  record 
bank  failures  in  1984,  E&PA  staff  provided  in-depth 
analyses  of  the  health  and  financial  performance  of 
the  banking  industry  for  use  by  senior  OCC  staff  in  the 
formulation  of  supervisory  policy.  E&PA  input  included 
a  comprehensive  report  on  the  “Condition  of  the  U  S. 
Banking  System,”  as  well  as  studies  addressing  more 
specific  supervisory  concerns  such  as  the  troubled 
farm  sector  and  agricultural  bank  exposure,  and  a 
study  of  the  causes  of  bank  failures  in  1983-84.  The 
Comptroller's  extensive  Congressional  testimony  on 
the  largest  problem  bank  in  1984,  Continental  Illinois, 
was  prepared  by  E&PA  staff 

In  support  of  the  Comptroller's  commitment  to  bank 


deregulation,  E&PA  staff  also  prepared  Congressional 
testimony  on  proposed  legislation  to  expand  banking 
powers  (S.21 81 )  and  legislation  proposing  to  close  the 
nonbank  bank  loophole.  Furthermore,  the  division 
analyzed  new  bank  powers  under  consideration  by 
Congress.  E&PA  staff  examined  the  cyclicality  of  earn¬ 
ings  in  the  discount  brokerage,  insurance,  and  reai 
estate  industries  to  determine  whether  such  services 
could  be  used  to  reduce  the  volatility  of  bank  earn¬ 
ings;  reported  on  the  public  policy  concerns  surround¬ 
ing  bank’s  involvement  in  discount  brokerage;  and 
developed  a  matrix  depicting  the  competitors  for  each 
product/service  offered  by  banks  Additionally,  as  part 
of  the  Office's  ongoing  effort  to  contribute  to  the 
banking  industry’s  awareness  of  the  risks  associated 
with  deregulation  and  the  changing  financial  market¬ 
place,  E&PA  staff  presented  various  OCC  policies  and 
positions  at  financial  industry  conferences,  including 
the  following  presentations;  "Insurance  Activities  of 
Banks,”  “Variable  Rate  Lending,”  and  “Banks  as 
Responsible  Adjustable-Rate  Mortgage  Lenders  ' 

E&PA’s  economic  research  and  analytical  capabilities 
were  also  used  to  keep  senior  OCC  staff  abreast  of 
new  developments  in  the  financial  services  industry 
E&PA  staff  prepared  studies  on  consumer  prefer¬ 
ences  in  banking  based  on  the  results  of  an  inter¬ 
agency  consumer  survey;  prepared  a  survey/report 
on  OCC-approved  nonbank  banks  in  operation  and 
compiled  a  comprehensive  list  of  all  approved 
nonbank  banks;  and  updated  the  “Report  to  Congress 
on  Foreign  Government  Treatment  of  U  S.  Commerciai 
Banking  Organizations.” 

In  addition  to  conducting  economic  research,  E&PA 
contributed  to  other  Office  functions  in  1984  In  sup¬ 
port  of  the  supervisory  function  of  the  OCC.  the 
division  completed  a  comprehensive  study  of  the 
relationship  between  the  OCC's  bank  examination 
rating  system  (CAMEL)  and  financial  measures  of 
bank  condition.  Recommendations  resulting  from  the 
study  were  presented  to  the  OCC  Policy  Group  E&PA 
staff  also  contributed  to  the  administrative  tasks  of  the 
OCC  by  preparing  a  revision  of  the  agency's  assess¬ 
ment  schedule  in  coordination  with  Financial  Opera¬ 
tions  After  issuing  interim  and  proposed  rulings  dur¬ 
ing  the  year,  the  final  assessment  schedule  revision 
was  published  in  the  Federal  Register  in  December 
1984 

Systems  and  Financial  Management 

Information  Systems  and  Technology  Division 

During  1984,  the  former  Data  Processing  Division  was 
reorganized  and  renamed  The  new  Information  Sys¬ 
tems  and  Technology  Division  is  composed  of  four 
organizational  units  to  better  serve  the  mcreas  nq 


technological  demands  of  the  OCC  The  director 
supervises  the  division  and  serves  as  the  principal 
contact  point  for  OCC  users  The  Systems  Support 
Group  is  responsible  for  the  agency's  telecommunica¬ 
tions  network,  both  voice  and  data,  as  well  as  data¬ 
base  design  The  Applications  System  Development 
Group  is  responsible  for  developing  and  maintaining 
mainframe  production  systems  used  throughout  the 
agency  The  Operations  and  User  Services  Group 
provides  both  data  entry  and  computer  operations 
support. 

Significant  IS&T  Division  activities  during  1984  in¬ 
cluded: 

•  Continued  support  of  a  nationwide  telecommu¬ 
nications  network. 

•  Development,  testing,  implementation  and 
maintenance  of  50+  systems,  including: 

—  Licensing  Information  System 

-  On-line  Time  and  Travel  Reporting  System 
—  Examination  Scheduling  System 

—  National  Bank  Surveillance  System 

-  Consumer  Complaint  Information  System 
Automated  Examination  Generated  Informa¬ 
tion  System 

—  Supervisory  Monitoring  System 

•  Participation  in  the  development  of  an  agency 
MIS  Strategic  Plan. 

•  Research  and  development  efforts  in  PC  soft¬ 
ware. 

Financial  Operations 

The  Financial  Operations  Division  promotes  the  ef¬ 
ficient  use  of  the  OCC’s  financial  resources.  The 
division  has  two  branches  Budget  Programs  and 
Accounting  Programs  In  addition,  the  Director's  office 
ncludes  project  managers  to  coordinate  OCC  and 
financial  management  projects. 

Budget  Programs  develops,  recommends,  and  imple¬ 
ments  and  administers  revenue  and  expenditure  pol¬ 
icy,  performs  financial  analysis,  designs  and  operates 
financial  models  and  directs  the  OCC’s  budget  op¬ 
eration  which  includes  coordination  with  the  Treasury 
Budget  Office,  OMB  and  Congress  In  1984,  the 
Budget  Programs  Branch 

•  completed  a  comprehensive  revenue  review 
project  to  revise  and  update  all  revenue 
sources, 

•  \  ar  ced  compref  /e  5-year  financial  fore¬ 
casting  procedures, 

•  e/ec  Jted  the  1984  operating  budget  and  formu- 

ated  the  1985  budget 

•  il  analysis  of  projects  and 

/jrams  proposed  at  the  OCC.  and 


•  developed  and  implemented  enhanced  budget 
internal  management  information  reports. 

Accounting  Programs  is  responsible  for  managing  the 
OCC  financial  reporting  systems.  This  includes  re¬ 
cording  all  OCC  financial  transactions,  ensuring  that 
the  financial  system  effectively  monitors  resource  uti¬ 
lization  and  forecasting  activities,  and  providing  finan¬ 
cial  reports  for  management.  Additionally,  the  area 
manages  the  investment  portfolio  and  relocation  of 
personnel.  During  1984,  the  Accounting  Programs 
Branch: 

•  acquired  and  tested  an  online  accounts  payable 
system  as  the  final  step  in  implementing  an 
integrated  online  financial  system; 

•  improved  cash  management  and  reporting 
timeframes  by  combining  the  travel  voucher  and 
time  reporting  system; 

•  developed  a  comprehensive  accounting  man¬ 
ual  which  sets  forth  OCC's  policies  and  proce¬ 
dures  for  this  area;  and 

•  automated  monitoring  of  relocation  authoriza¬ 
tions,  commitments  and  expenditures. 

The  Federal  Managers'  Financial  Integrity  Act  (FMFIA) 
requires  a  report  on  whether  accounting  systems 
conform  to  GAO  principles,  standards,  and  require¬ 
ments  A  comprehensive  review  of  OCC’s  Financial 
Management  Information  System  was  conducted  to 
verify  conformance  with  GAO  requirements.  The 
Treasury  Department  Inspector  General's  Office  per¬ 
formed  an  audit  of  the  OCC's  1984  FMFIA  review  and 
concluded  “that  OCC  has  made  significant  and  com¬ 
mendable  progress  in  implementing  the  FMFIA  in 
1984.” 

The  Garn-St  Germain  Depository  Institutions  Act  of 
1982  required  OCC  to  dispose  of  property  recovered 
from  62 7  national  and  District  of  Columbia  banks  that 
were  closed  before  and  during  the  1930’s.  Financial 
Operations  established  procedures  to  implement 
these  provisions  A  list  of  owners  was  published  in  the 
Federal  Register  on  June  29,  1983,  and  press  re¬ 
leases  were  issued  to  the  news  media  The  property 
was  advertised  in  over  160  publications  throughout 
the  country,  including  magazines,  newspapers,  and 
trade  publications.  The  statutory  1-year  period  for  the 
public  and  states  to  file  claims  ended  June  30,  1984 
During  that  period  the  Claims  Processing  Unit  re¬ 
ceived  and  verified  over  4,700  claims  from  individuals 
and  38  claims  from  the  states.  Over  30.000  written 
inquiries  and  4,800  telephone  calls  were  received  and 
answered  Property  belonging  to  individual  claimants 
has  been  delivered  Release  of  the  property  to  claim¬ 
ing  states  will  begin  in  January 


Strategic  Planning 

The  Strategic  Planning  Division  organizes  develop¬ 
ment,  review  and  modification  of  the  OCC  Strategic 
Plan,  administers  the  operations  planning  process, 
and  develops  periodic  and  specialized  monitoring 
reports  which  chart  progress  against  plan  and  provide 
a  basis  for  management  decisions  regarding  use  of 
OCC  resources. 

During  1984,  the  latest  OCC  Strategic  Plan  review 
process  was  completed,  and  an  updated  Strategic 
Plan  was  published. 

The  operations  planning  cycle  for  plan  year  1985  was 
completed  with  revisions  and  improvements  based  on 
last  year’s  experience.  With  the  help  of  other  OCC 
staff,  division  staff  modelled  bank  examination  re¬ 
source  requirements  and  advised  the  Policy  Group  on 
resource  allocations  to  OCC  districts  and  Washington 
units.  Improvements  made  to  the  regularly  published 
Policy  Group  monthly  and  quarterly  planning  reports 
aided  senior  management  in  measuring  progress 
against  plan. 

OCC  managers  continued  to  request  specialized  re¬ 
ports  generated  through  the  Time  Reporting  System, 
which  tracks  employee  time  expended  in  OCC  func¬ 
tional  areas  defined  through  the  planning  process. 
The  Time  Reporting  System  was  improved  by  the 
addition  of  on-line  query  capability,  design  of  stan¬ 
dard  reports  based  on  user  needs  and  completion  of 
Time  Reporting  System/Travel  Voucher  integration  in 
cooperation  with  the  Financial  Operations  Division. 

The  Strategic  Planning  Division  also  acted  in  a  con¬ 
sulting  role  in  the  initiation  of  a  strategic  planning 
process  for  office  information  needs. 

Management  Systems 

The  Management  Systems  Division  is  responsible  for 
planning  and  coordinating  the  development  of  admin¬ 
istrative  and  supervisory  information  systems  to  sup¬ 
port  OCC  programs  and  long-term  goals.  The  division 
reviews  and  analyzes  the  information  needs  of  the 
Office  and  works  with  users  to  develop  detailed  speci¬ 
fications  for  high  priority  systems. 

During  1984,  the  division's  responsibilities  were  ex¬ 
panded  to  include  office  automation,  automated  se¬ 
curity  programs,  and  the  microcomputer  program. 

MIS  Planning — In  close  cooperation  with  Information 
Systems  and  Technology,  Management  Systems 
manages  a  consolidated  Management  Information 
System  (MIS)  plan  for  the  OCC  and  oversees  a  con¬ 
tinuing  planning  process  to  insure  the  efficient  use  of 


modern  technology  in  supporting  the  functions  of  the 
Office.  During  1984,  Management  Systems  continued 
to  refine  the  MIS  planning  process,  initiating  a  strate¬ 
gic  plan  for  office  information  needs 

In  addition,  the  division  provides  administrative  sup 
port  for  the  MIS  Committee  which  consists  of  senior 
OCC  managers  under  the  chairmanship  of  the  Deputy 
Comptroller  for  Systems  and  Financial  Management 
During  1984,  Management  Systems  and  Information 
Systems  and  Technology  provided  extensive  staff 
support  to  the  MIS  Committee.  During  the  planning 
and  budget  process,  Management  Systems  reviewed 
analyzed  and  consolidated  information  systems  plans 
and  requests  from  all  units.  The  Committee,  working 
with  that  material  and  recommendations  from  Man¬ 
agement  Systems  developed  and  approved  a  de 
tailed  office-wide  MIS  plan  for  1985. 

Microcomputer  Program— The  effort  to  evaluate  the 
Office’s  current  and  potential  use  of  technology,  be 
gun  in  1983,  resulted  in  a  program  using  micro¬ 
computers  both  on-site  during  bank  examinations  and 
in  OCC  offices.  During  1984,  Management  Systems 
continued  to  coordinate  the  implementation  of  thaf 
program.  During  the  year,  294  microcomputer  sys¬ 
tems  were  put  into  use  throughout  the  OCC.  Full 
implementation  at  District  Offices  began  with  a  pilot 
program  in  the  Midwestern  District  The  microcom 
puter  systems  in  all  Districts  will  be  fully  operational  by 
November  1985,  when  implementation  in  the  South¬ 
western  District  is  completed. 

During  the  year,  the  division  was  instrumental  in 
testing,  selecting  and  specifying  microcomputer  soft 
ware  and  hardware 

System  Specifications— Management  Systems,  work¬ 
ing  closely  with  District  MIS  Coordinators,  continued  to 
refine  the  examination  scheduling  and  tracking  sys¬ 
tem  (EXPRESS).  Another  project,  LIS,  a  system  to 
track  information  on  all  corporate  activities,  was  taken 
over  by  the  user,  Bank  Organization  and  Structure 

New  projects  for  1984  included  the  supervisory  moni¬ 
toring  system  to  track  problem  institutions  The  divi¬ 
sion  assists  users  through  the  initial  development 
phase,  helping  them  define  their  needs  and  establish 
system  specifications. 

Office  Automation — During  1984.  Management  Sys¬ 
tems  accepted  responsibility  for  coordinating  office 
automation,  including  all  word  processing  activities 
District  hardware  configurations  were  standardized 
and  software  packages  were  identified  and  tested  to 
ensure  compatibility  of  systems 
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Law  Department 


Litigation 

In  1984,  the  Litigation  Division  participated  in  signifi¬ 
cant  cases  that  confirmed  the  OCC's  authority  to 
impose  strict  standards  of  director  responsibility,  con¬ 
tributed  to  the  expansion  of  bank  powers,  and  ad¬ 
dressed  the  parameters  for  the  OCC's  power  to  veto  a 
change  in  bank  control.  In  addition,  the  Division  per¬ 
formed  an  advisory  role  in  the  preparation  of  docu¬ 
ments  and  witnesses  for  the  Congressional  hearings 
on  Continental  Illinois  National  Bank  and  Trust  Com¬ 
pany  last  September 

In  a  major  decision  for  both  banks  and  their  custom¬ 
ers,  the  federal  district  court  for  the  District  of  Colum¬ 
bia  held  that  the  Comptroller  was  correct  in  his  inter¬ 
pretation  of  federal  law  in  allowing  two  banks  to  enter 
the  discount  brokerage  business,  but  restricted  where 
they  could  operate.  Securities  Industry  Association  v. 
Conover.  No  82-2865  (D.D.C.)  The  case  is  now  before 
the  U  S  Court  of  Appeals  for  the  District  of  Columbia 
on  cross-appeals.  “Discount"  brokerage  is  the  pur¬ 
chase  and  sale  of  securities  without  the  offering  of 
investment  advice  and  without  the  broker  having  a 
salesman's  stake"  in  the  transactions.  Although  the 
outcome  in  the  Court  of  Appeals  concerning  the 
central  issue  in  this  case  (/  e  .  entry  into  the  brokerage 
business)  is  likely  to  be  favorable — the  Securities 
Industry  Association  lost  a  similar  case  in  the  U  S. 
Supreme  Court  in  its  attempt  to  keep  bank  holding 
companies  out  of  the  discount  brokerage  business — 
the  Litigation  Division  is  also  hopeful  that  the  Court  of 
Appeals  will  overturn  that  portion  of  the  lower  court’s 
ruling,  which  the  OCC  has  appealed,  that  federal 
branching  law  geographically  restricts  the  operation 
of  bank-owned  discount  brokerages. 

Another  major  development  in  the  bank  powers  area 
came  when  the  Investment  Company  Institute  chal- 
enged  OCC's  approval  for  three  major  banks  to  pool 
nvestment  Retirement  Account  trust  assets.  With  the 
approval  of  each  consumer,  the  banks,  which  act  as 
ooth  trustee  and  investment  advisor,  are  collectively 
b  jying  nto  investment  portfolios,  thereby  giving  the 
•  r  •  ,r  e  benefits  of  scale  that  traditionally  were 
e/c  jsive  reserve  of  wealthy  investors  There  are 
r  ims  for  the  ICI  challenge— federal  district 
Jan  F  rancisco  and  the  District  of  Columbia 
sco  court  first  spoke,  handing  down  an 
ion  ft  at  voided  the  Comptroller's  decision  An 
taken  to  the  Ninth  U  S  Circuit  Court 


of  Appeals.  In  a  later  opinion  in  the  District  of  Colum¬ 
bia  case,  Judge  Richey  upheld  the  Comptroller's 
decision,  specifically  rejecting  the  California  court's 
ruling. 

In  the  first  of  what  will  likely  be  several  actions,  the 
Comptroller's  approvals  of  charter  applications  for 
so-called  nonbank  banks  were  challenged  in  federal 
district  court  in  Florida  by  the  Independent  Bankers 
Association,  the  Florida  Bankers  Association,  Com¬ 
munity  Bankers  of  Florida  and  two  national  banks 
located  in  Florida.  The  Litigation  Division  has  prepared 
a  motion  to  dismiss  as  well  as  an  opposition  to  the 
plaintiffs’  motion  for  a  preliminary  injunction.  As  of  this 
writing,  no  decision  has  yet  been  rendered  in  this 
case. 

Two  important  cases  in  the  change  in  bank  control 
area  addressed  the  limits  of  the  Comptroller’s  author¬ 
ity  to  regulate  changes  in  ownership  of  national  banks. 
One  case  made  clear  that  an  applicant  must  truthfully 
and  completely  comply  with  all  required  disclosures, 
although  this  case  was  made  moot  by  the  bank's 
failure  prior  to  a  final  decision  from  the  Comptroller 
adopting  the  favorable  decision  of  the  administrative 
law  judge.  The  second  case  involves  a  more  subtle 
problem  of  an  honest  but  arguably  ineffective  would- 
be  owner.  An  unfavorable  recommended  decision  by 
the  administrative  law  judge  has  been  rendered  in  this 
case,  and  the  Division  has  filed  its  exceptions  thereto 
with  the  Comptroller. 

As  deregulation  becomes  more  commonplace,  a  cor¬ 
responding  need  for  vigorous  enforcement  arises. 
One  recent  and  significant  case,  involving  the  First 
National  Bank  of  Mt.  Auburn,  Illinois,  which  was  devel¬ 
oped  and  brought  to  hearing  by  the  Enforcement  and 
Compliance  Division,  involved  the  Comptroller's  impo¬ 
sition  of  an  indemnification  requirement  upon  national 
bank  directors  who  had  approved  a  defaulted  loan 
that  had  violated  the  lending  limits.  The  standard 
which  emerges  in  this  case  is  that  directors  have  an 
affirmative  duty  to  know  facts  that  are  needed  for 
compliance  with  law  and  to  investigate  the  conse¬ 
quences  of  their  actions.  This  case  has  been  brought 
before  the  federal  court  of  appeals,  where  it  is  being 
handled  jointly  by  the  Litigation  and  Enforcement  and 
Compliance  divisions 

The  division  has  also  handled  several  cases  in  the 
licensing  area,  involving  such  matters  as  bank  or 


branch  charters,  mergers,  and  stock  appraisals. 
Some  of  these  matters  have  gone  to  decision  and 
have  resulted  in  favorable  rulings  for  the  Office,  while 
others  are  still  pending.  In  one  case  in  which  the 
Comptroller  participated  as  amicus  curiae,  the  Fifth 
Circuit  upheld  the  Comptroller’s  interpretation  of  the 
auction  provision  of  12  USC  215  regarding  dissenting 
shareholders'  stock.  Martin  v.  Kilgore  First  Bancorp, 
Inc.,  No.  83-2662  (5th  Cir  ). 

In  the  administrative  area,  the  division  has  repre¬ 
sented  the  Office  in  several  personnel  cases,  and  has 
also  advised  the  Human  Resources  Division  on  the 
litigation  risks  of  proposed  actions.  The  division  has 
served  in  an  advisory  role  and  prepared  for  possible 
litigation  in  a  major  decision  regarding  data  process¬ 
ing  procurement.  Finally,  and  perhaps  most  signifi¬ 
cantly,  the  efforts  of  the  division  with  regard  to  the 
L’Enfant  Plaza  lease  case  contributed  to  a  very  favor¬ 
able  settlement  of  that  litigation. 

Again  in  1984  a  great  deal  of  division  resources  was 
devoted  to  handling  requests  for  discovery  pursuant 
to  12  CFR  4.19.  Much  of  this  effort  was  in  litigation  and 
negotiation  of  the  scope  of  these  requests.  One  favor¬ 
able  result  was  a  ruling  by  the  U  S.  District  Court  for 
the  District  of  Columbia  in  a  case  involving  the  now- 
defunct  First  National  Bank  of  Midland,  Texas,  wherein 
the  court  strictly  limited  the  scope  of  discovery  that 
could  be  had  from  the  Office. 

Enforcement  and  Compliance 

The  Enforcement  and  Compliance  Division,  in  con¬ 
junction  with  the  districts,  is  principally  responsible  for 
recommending  administrative  actions  in  appropriate 
cases  and  for  representing  the  Office  in  presenting 
and  litigating  these  actions. 

During  1984,  the  OCC  initiated  approximately  499 
administrative  actions,  including  9  temporary  cease 
and  desist  orders,  92  cease  and  desist  orders,  237 
formal  agreements,  39  memoranda  of  understanding 
and  13  removal  proceedings.  In  addition,  the  OCC 
issued  109  civil  money  penalties  against  directors  or 
other  individuals  participating  in  the  affairs  of  national 
banks. 

The  office  has  also  undertaken  several  major  investi¬ 
gations  involving  insider  abuse  and  relations  of  civil 
and  criminal  laws.  As  part  of  the  OCC’s  efforts  to 
ensure  the  continued  safe  and  sound  operation  of  the 
national  banking  system,  the  division  took  simultane¬ 
ous  administrative  actions  against  approximately  12 
regional  banks  which  were  the  subject  of  specifically 
targeted  examinations  due  to  their  extensive  lending 
in  the  energy  industry.  In  addition,  simultaneous  ad¬ 


ministrative  actions  were  taken  against  six  banks, 
each  with  total  assets  over  $1  billion,  for  "window 
dressing”  their  official  financial  reports 

In  addition  to  presenting  four  white  collar  crime  semi¬ 
nars  for  OCC  examining  staff,  the  division  presented 
abbreviated  versions  of  the  school  to  the  entire  exam¬ 
ining  staff  of  three  of  the  six  district  offices  The  course 
is  designed  to  enhance  examiners'  awareness  of  and 
ability  to  detect,  investigate  and  document  criminal 
activity  and  related  insider  abuse  within  national 
banks.  To  further  enhance  the  OCC’s  ability  to  monitor 
and  follow  up  the  criminal  referrals  we  make,  a  com¬ 
puterized  system  designed  to  be  a  central  repository 
for  the  office  of  all  relevant  information  relating  to  the 
referrals  was  established. 

Finally,  during  the  past  year,  the  division  undertook  an 
exhaustive  review  on  behalf  of  the  House  Committee 
on  Government  Operations  of  enforcement  efforts  with 
respect  to  failed  and  problem  banks  over  several 
years. 

Securities  and  Corporate  Practices 

The  Securites  and  Corporate  Practices  Division  is 
responsible  for  administering  and  enforcing  the  fed¬ 
eral  securities  laws  affecting  national  banks,  including 
the  Securities  Exchange  Act  of  1934  (Exchange  Act) 
and  the  Comptroller's  Securities  Exchange  Act  Dis¬ 
closure  Rules,  12  CFR  11  (Disclosure  Rules).  The 
division  also  administers  and  enforces  the  Comp¬ 
troller’s  Securities  Offering  Disclosure  Rules,  12  CFR 
1 6,  which  apply  to  national  banks  making  public  offers 
and  selling  their  securities.  Further,  the  division  is 
responsible  for  administering  the  Office's  enforcement 
program  as  it  relates  to  bank  securities  activities, 
including  violations  of  the  federal  securities  laws  in¬ 
volving  bank  municipal  securities  dealers,  bank  trans¬ 
fer  agents  and  publicly  traded  banks,  and  other  bank 
securities  activities  involving  violations  of  the  federal 
securities  and  national  banking  laws.  The  division  has 
continuing  responsibility  for  providing  legal  advice  on 
provisions  of  the  Glass-Steagall  Act  relating  to  bank 
securities  activities,  as  well  as  provisions  of  the 
Comptroller's  Trust  Regulations  which  involve  securi¬ 
ties  and  collective  investment  activities  of  national 
banks.  The  division  also  provides  interpretive  advice 
on  the  Change  in  Bank  Control  Act  of  1978  and 
provisions  of  the  national  banking  laws  concerning  the 
corporate  practices  of  national  banks  Finally,  the 
division  is  responsible  for  acting  as  liaison  with  federal 
and  state  securities  regulatory  agencies,  including  the 
Securities  and  Exchange  Commission  (SEC) 

During  1984,  the  division  was  involved  in  activities  and 
projects  involving  all  of  its  major  program  responsibili 
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ties  In  the  disclosure  area,  the  Office  proposed  revi¬ 
sions  to  its  Securities  Disclosure  Rules  to  correspond 
with  changes  in  SEC  rules  and  regulations  pursuant  to 
Section  12(i)  of  the  Exchange  Act.  Moreover,  the 
division  participated  extensively  in  continuing  Office 
discussions  with  the  SEC  concerning  disclosure  obli¬ 
gations  of  national  banks  and  national  bank  holding 
companies  under  the  federal  securities  and  national 
banking  laws  The  division  continued  to  review  numer¬ 
ous  securities  registration  statements,  annual  and 
special  meeting  proxy  materials,  tender  offer  and 
beneficial  ownership  materials,  periodic  reports  and 
other  reports  required  to  be  filed  with  the  Office 
pursuant  to  the  Comptroller's  various  securities  dis¬ 
closure  rules  and  merger  application  procedures. 
Further,  the  division  reviewed  a  significant  number  of 
subordinated  notes  filed  by  national  banks,  including 
a  number  of  subordinated  note  applications  filed  by 
major  multinational  banks  near  the  end  of  the  calendar 
year  Finally,  the  division  issued  several  interpretive 
letters  concerning  the  construction  of  its  securities 
disclosure  rules,  including  a  letter  concerning  the 
applicability  of  its  Securities  Offering  Disclosure  Rules 
to  foreign  offerings  of  securities  by  national  banks. 

In  the  securities  enforcement  area,  the  division  ac¬ 
tively  pursued  several  formal  investigations  and  en¬ 
forcement  proceedings.  During  1984,  the  division 
conducted  four  formal  investigations  and  several  in¬ 
formal  inquiries  into  possible  violations  of  the  national 
banking  and  federal  securities  laws  by  national  banks 
and  persons  participating  in  the  conduct  of  the  affairs 
of  national  banks,  including  formal  investigations  into 
allegations  of  Exchange  Act  and  Municipal  Securities 
Rulemaking  Board  rule  violations  involving  three  na¬ 
tional  bank  municipal  securities  dealer  departments. 
Formal  agreements  were  executed  with  two  national 
banks  pursuant  to  12  USC  1818  to  address  violations 
of  the  federal  securities  laws  or  difficulties  found  with 
respect  to  securities  “due  bill"  functions,  and 
recordkeeping  responsibilities.  In  connection  with  the 
formal  agreement  executed  to  address  “due  bill” 
problems  the  Office  issued  a  banking  circular  de¬ 
scribing  the  criticized  practices  and  warning  other 
institutions  against  similar  activities.  In  addition,  the 
Office  publicly  announced  the  entry  of  a  consent  order 
against  First  National  Bank  of  Maryland,  Baltimore, 
Md  for  violations  found  in  the  bank's  customer  securi¬ 
ties  safekeeping  and  pledging  operation.  The  Office 
a  so  joined  with  the  SEC  in  the  filing  of  SEC  and  OCC 
i  Frazer,  Civil  Action  No  84-2652  (D  D  C  1984),  a 
ci  v  ir  junct  /e  action  brought  against  the  former  chair- 
and  chief  executive  officer  of  the  First  National 
Bar  \V  of  Midland,  Tex  for  violations  of  the  reporting 
arid  ar  ‘  fraud  provisions  of  the  federal  securities  laws 
ar  d  rules  and  regulations  thereunder 


During  1984,  the  division  participated  in  significant 
matters  involving  interpretations  of  the  Glass-Steagall 
Act  and  other  provisions  of  the  national  banking  laws 
applicable  to  bank  securities  activities.  The  division 
participated  in  the  Office's  consideration  and  approval 
of  two  applications  by  national  banks  to  establish 
collective  investment  funds  for  the  collective  invest¬ 
ment  of  Individual  Retirement  Account  trust  assets. 
Further,  the  division  assisted  the  Chief  Counsel  in  the 
preparation  of  interpretive  letters  to  national  banks 
concerning  the  sale  of  computerized  library  facilities 
by  a  national  bank  to  its  customers,  the  legality  of 
affiliations  between  a  national  bank  and  a  person 
engaged  in  the  securities  business  within  the  meaning 
of  Glass-Steagall  Act,  and  provided  advice  to  Bank 
Supervision  concerning  the  acquisition  by  a  national 
bank  of  a  brokerage  subsidiary  which  also  provided 
research  to  institutional  customers. 

The  division  also  assisted  in  defending  several  law¬ 
suits  brought  by  industry  associations  challenging  the 
Comptroller's  authorization  of  new  products  and  serv¬ 
ices  by  national  banks.  The  division  participated  in  the 
Office's  successful  defense  of  Investment  Company 
Institute  v.  Conover,  596  F.  Supp.  1496  (D.D.C.  1984), 
in  which  the  legality  of  the  Citibank  common  trust 
funds  for  Individual  Retirement  Accounts  was  upheld 
by  the  district  court.  The  division  also  participated  in 
the  Justice  Department's  defense  of  a  comparable 
challenge  brought  in  Investment  Company  Institute  v. 
Conover,  593  F.  Supp.  846  (N.D  Cal.  1984),  in  which 
the  Comptroller's  ruling  authorizing  the  establishment 
of  collective  investment  funds  for  individual  retirement 
accounts  was  set  aside,  but  is  now  on  appeal.  The 
division  continued  its  participation  in  the  litigation 
dealing  with  the  authority  of  national  banks  to  establish 
discount  brokerage  operating  subsidiaries,  i.e.,  Secu¬ 
rities  Industry  Association  v.  Comptroller  of  the  Cur¬ 
rency,  577  F.  Supp.  252  (D.D.C.  1983),  now  on  ap¬ 
peal  Moreover,  the  division  provided  extensive  assist¬ 
ance  to  the  Federal  Reserve  Board  and  the  Depart¬ 
ment  of  Justice  in  its  defense  at  the  Supreme  Court 
level  of  two  actions  brought  by  the  Securities  Industry 
Association  challenging  the  legality  of  bank  com¬ 
mercial  paper  activities,  and  discount  brokerage  ac¬ 
tivities,  under  the  Glass-Steagall  and  the  Bank  Holding 
Company  Act  of  1956,  as  amended 

Legal  Advisory  Services 

The  Legal  Advisory  Services  Division  (LASD)  provides 
legal  advice  and  opinions  to  the  examining,  policy, 
and  administrative  divisions  of  OCC,  its  district  offices, 
national  banks,  attorneys,  and  the  public  LASD  re¬ 
sponds  to  requests  for  assistance  and  its  workload 
varies  accordingly  In  addition  to  offering  legal  advice, 
LASD  prepared  many  of  the  Office's  regulations  and 
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interpretive  rulings  for  publication  in  the  Federal  Reg¬ 
ister. 

During  1984,  LASD  advised  Bank  Organization  and 
Structure  (BOS)  and  wrote  the  Office’s  decision  re¬ 
garding  Dimension  Financial  Corporation’s  applica¬ 
tions  for  31  banks  in  25  states.  The  most  important 
issues  concerned  the  Bank  Holding  Company  Act  and 
the  laws  of  the  25  states  in  which  the  banks  were  to  be 
located.  LASD  also  designed  and  drafted  rules  for  the 
hearings  on  the  applications  and  prepared  the  neces¬ 
sary  Federal  Register  documents. 

LASD  also  advised  BOS  and  wrote  the  Office's  deci¬ 
sion  on  the  proposed  merger  of  Heritage  Bank,  N.A. 
(Heritage)  with  Girard  Bank  (Girard),  a  large  Pennsyl¬ 
vania  bank  owned  by  the  Mellon  Bank  Corporation. 
The  merger  would  have  been  significant  because 
Heritage,  primarily  a  New  Jersey  bank,  has  a  Penn¬ 
sylvania  branch  grandfathered  under  the  McFadden 
Act.  The  result  of  the  merger  would  have  been  a  large 
interstate  bank.  The  proposed  merger  raised  complex 
and  novel  questions  regarding  the  merger  and 
branching  statutes.  It  also  involved  the  issue  of  the 
Federal  Reserve  Board's  jurisdiction  to  issue  an  order 
denying,  on  the  basis  of  the  Douglas  amendment  to 
the  Bank  Holding  Company  Act,  Mellon’s  application 
to  acquire  Heritage.  (On  November  27,  1984,  the  U  S. 
Court  of  Appeals  for  the  Third  Circuit  turned  down 
Mellon  s  appeal  of  the  Federal  Reserve  Board  order.) 

LASD  analyzed  the  legal  questions  involved  in  Mark 
Twain  Bank’s  relocation  from  Missouri  to  Kansas.  If 
approved,  the  relocation  would  constitute  a  significant 
precedent  since  it  would  make  the  bank's  owner  a 
multi-state  bank  holding  company.  The  application 
involves  very  difficult  questions  regarding  the  reloca¬ 
tion  statute,  state  law,  and  the  jurisdiction  of  the 
Federal  Reserve  Board. 

LASD  has  been  drafting  opinions  on  the  approxi¬ 
mately  330  nonbank  bank  applications  which  were 
received  during  the  Comptroller's  recent  moratorium. 
This  project  is  the  largest  review  of  corporate  applica¬ 
tions  ever  undertaken  by  the  Law  Department.  It 
involves  the  analysis  of  the  laws  of  39  states  and 
critical  questions  regarding  preemption,  the  Com¬ 
merce  Clause,  the  OCC  s  jurisdiction,  and  the  powers 
of  state  banking  officials.  If  the  applications  receive 
the  necessary  approvals  and  are  not  proscribed  by 
Congress,  they  will  constitute  a  highly  significant  ero¬ 
sion  of  the  current  legal  barriers  to  interstate  banking 

LASD  served  as  primary  advisor  to  the  Chief  Counsel 
on  matters  concerning  the  near  failure  of  Continental 
Illinois  National  Bank  and  Trust  Company  This  project 
involved  development  and  analysis  of  the  many  pos¬ 


sible  failure  and  rescue  scenarios.  It  also  included  the 
analysis  of  rescue  plans  proposed  by  the  bank  and 
the  FDIC. 

During  1984,  many  regulations  were  developed  and 
revised  by  LASD.  Several  regulations  were  developed 
pursuant  to  the  International  Lending  Supervision  Act 
of  1983  (ILSA).  LASD  assisted  in  developing  capital 
adequacy  guidelines  and  a  proposed  regulation 
which  would  establish  required  minimum  levels  of 
capital  for  national  banks  and  procedures  to  ensure 
that  national  banks  achieve  and  maintain  adequate 
capital.  Benefits  of  the  proposal  would  include  an 
increased  capacity  for  banks  to  fund  economic  growth 
and  to  withstand  losses,  and  lead  to  increased  stabil¬ 
ity  in  the  nation’s  financial  system.  Other  regulations 
developed  pursuant  to  ILSA  impose  special  reserve 
requirements  for  international  lending,  and  require¬ 
ments  for  increased  disclosure  of  foreign  lending  and 
for  international  loan  fee  accounting. 

Other  regulations  developed  or  revised  by  LASD 
include  permissible  data  processing  activities  of  na¬ 
tional  banks,  bank  assessment  fees,  management 
interlocks,  charters,  conversions,  bank  service  corpo¬ 
rations,  adjustable-rate  mortgages,  and  the  prohibi¬ 
tion  of  the  acceptance  of  deposits  by  Federal  agen¬ 
cies  of  foreign  banks. 

Other  accomplishments  of  LASD  include  revising 
Banking  Circular  181  dealing  with  loan  participations, 
updating  the  Manual  Users  Guide,  participating  in  an 
FFIEC  interagency  task  force  designed  to  develop 
uniform  disclosure  requirements  for  adjustable-rate 
mortgages,  assisting  in  the  nationwide  reorganization 
of  the  Office,  and  reviewing  proposed  employee  ben¬ 
efit  programs  and  other  office  personnel  activities 

During  the  year,  LASD  developed  legal  opinions  and 
gave  advice  on  a  number  of  issues  including  bank 
powers,  bank  closings,  investment  securities,  foreign 
lending  problems  and  debt  restructuring,  the  lending 
limits  rules,  real  estate  lending,  adjustable-rate  mort¬ 
gages,  due-on-sale  clauses,  and  trusts 

Legislative  and  Regulatory  Analysis 

The  Legislative  and  Regulatory  Analysis  Division  has  a 
legislative  section  and  a  regulatory  analysis  section 
The  legislative  section  offers  legal  advice  to  agency 
officials  on  pending  legislation  that  may  affect  the 
banking  system  or  the  agency  Legislative  attorneys 
prepare  briefing  materials  on  legislative  proposals 
participate  in  the  formulation  of  agency  positions  on 
legislation,  respond  to  Congressional  inquiries,  and 
draft  legislation  They  also  participate  in  drafting  Con 
gressional  testimony  for  the  Comptroller  or  his  desig 
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nated  representative  and  maintain  legislative  resource 
materials 

Legislative  attorneys  have  frequent  contact  with  Con¬ 
gressional  staffs,  representatives  of  federal  and  state 
agencies,  bank  and  trade  association  representatives, 
and  others  regarding  proposed  legislation.  On  occa¬ 
sion,  they  address  various  groups,  including  bankers' 
associations,  bank  counsel,  and  OCC  staff  members 
on  legal  and  legislative  matters. 

During  1984,  the  legislative  section  participated  in 
preparing  testimony  on  the  following  issues: 

•  brokered  deposits; 

•  deregulation  of  the  financial  services  industry; 

•  delayed  funds  availability; 

•  the  closing  of  the  “nonbank  bank"  and  “South 
Dakota"  loopholes,  and  the  ability  of  the  finan¬ 
cial  institutions  to  offer  discount  brokerage  serv¬ 
ices; 

•  problems  encountered  by  and  regulatory  action 
regarding  Continental  Illinois  National  Bank  and 
Trust  Company; 

•  shared  ATM  networks. 

The  legislative  section  was  actively  involved  in  review¬ 
ing  various  legislative  proposals  regarding  the  struc¬ 
ture  and  powers  of  the  financial  services  industry, 
such  as  S  2851,  the  Financial  Services  Competitive 
Equity  Act,  and  H  R.  5734,  the  Financial  Institutions 
Equity  Act  The  legislative  attorneys  also  provided 
technical  assistance  in  the  development  of  S.  2898, 
which  would  ensure  the  continued  existence  of  shared 
ATM  networks,  as  well  as  legislation  regarding 
brokered  deposits  The  legislative  section  reviewed 
and  developed  a  number  of  items  for  the  OCC's 
legislative  program. 

As  counsel  to  the  Comptroller  in  formal  agency  pro¬ 
ceedings,  the  legislative  attorneys  advised  the  Comp¬ 
troller  on  the  liability  of  national  bank  directors  for 
lending  limit  violations.  In  the  same  capacity,  they 
reviewed  requests  that  the  Comptroller  hold  a  public 
hearing  in  the  course  of  formal  agency  proceedings 

The  regulatory  analysis  section  of  LRAD  identifies 
laws  regulations,  policies,  and  supervisory  practices 
/vhich  are  burdensome,  obsolete,  or  inconsistent  with 
other  requirements  It  ensures  compliance  with  the 


regulatory  review  and  improvement  requirements  im¬ 
posed  on  agencies  by  the  Paperwork  Reduction  Act, 
Executive  Order  12291,  the  Regulatory  Flexibility  Act, 
and  the  Financial  Regulation  Simplification  Act.  Re¬ 
sponsibilities  include  developing  measures  of  regula¬ 
tory  costs  and  benefits,  offering  alternatives  for  secur¬ 
ing  regulatory  objectives,  and  representing  the  OCC 
before  the  Treasury  Department  and  the  Office  of 
Management  and  Budget  (OMB)  in  order  to  secure 
approval  for  regulatory  changes  and  paperwork  mat¬ 
ters. 

During  1984,  LRAD  offered  assistance  or  advice  in  the 
development  of  13  notices  of  proposed  rulemaking 
and  20  final  rules.  This  section  guided  the  preparation 
of  approximately  26  Paperwork  Reduction  Act  review 
requests  (for  forms,  reports,  letters,  rulemakings,  etc.) 
and  18  Executive  Order  12291  review  requests  (for 
rulemakings  only). 

At  the  end  of  1984,  there  were  approximately  15 
rulemakings  being  developed,  including  a  complete 
revision  of  the  Securities  Exchange  Act  Disclosure 
Rules  (12  CFR  1 1),  the  Corporate  Application  Review 
and  Evaluation  (CARE)  Program  (12  CFR  5),  the 
establishment  of  required  minimum  levels  of  capital  for 
national  banks  (12  CFR  3),  the  circumstances  under 
which  the  brokerage  activities  of  national  banks 
should  be  conducted  in  operating  subsidiaries  of  such 
banks,  and  changes  in  the  current  public  disclosures 
required  of  national  banks. 

In  addition  to  LRAD’s  ongoing  program  of  reviewing 
each  existing  and  proposed  regulation,  reporting  re¬ 
quirement  and  banking  issuance  from  a  cost/benefit 
and  practical  utility  standpoint,  this  section  prepares 
the  annual  Information  Collection  Budget,  the  Annual 
Report  on  Regulatory  Simplification  to  Congress,  and 
the  Semiannual  Agenda  of  Regulatory  Actions. 

LRAD  is  responsible  for  the  administration  of  OCC’s 
Conflict  of  Interest  Policies  and  the  Treasury 
Department’s  Minimum  Standards  of  Conduct.  In  this 
capacity,  LRAD  reviews  all  Confidential  Statements  of 
Employment  and  Financial  Interests  filed  annually  by 
Washington-based  personnel.  LRAD  also  promotes 
compliance  with  ethics  standards  and  applicable  laws 
by  educating  new  and  current  OCC  employees  in  this 
area 
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Industry  and  Public  Affairs 


Banking  Relations  Division 

The  Banking  Relations  Division  acts  as  liaison  with 
bankers,  state  bankers  associations,  banking  trade 
groups,  and  state  bank  supervisors. 

The  Division  provides  analysis,  advice  and  counsel  to 
the  Comptroller  and  senior  policy  makers  and  is 
responsible  for  identifying  proposed  regulatory  and 
industry  actions  that  relate  to  Office  activities.  The 
Division  formulates  specific  approaches  for  ensuring 
that  OCC’s  position  is  presented  and  appropriate 
information  is  disseminated. 

The  Division  recommends  new  policies,  concepts  and 
procedures  to  guide  OCC  in  its  relationship  with  the 
banking  industry.  It  prepares  and  directs  the  prepara¬ 
tion  of  a  broad  variety  of  briefing  materials  for  use  in 
meetings  with  OCC  officials  and  banking  industry 
groups.  It  also  assists  with  the  preparation  of  testi¬ 
mony  or  presentations  for  the  Comptroller  and  senior 
policy  makers. 

The  Division  is  responsible  for  developing  and  main¬ 
taining  a  state-by-state  indepth  analysis  of  all  banking 
legislative  initiatives  and  major  issues,  including  exist¬ 
ing,  proposed  and  potential  legislation. 

Communications 

The  Communications  Division  provides  information 
and  publications  services.  Information  services  in¬ 
clude  press  releases,  responses  to  press  inquiries, 
general  inquiries  relating  to  the  agency’s  mission  and 
requests  under  the  Freedom  of  Information  and  Pri¬ 
vacy  acts. 

The  Director  of  Communications  serves  as  liaison 
between  the  Comptroller  and  the  press.  News  re¬ 
leases  are  issued  on  significant  OCC  actions  and  on 
testimony  before  Congress  by  the  Comptroller  and  the 
OCC  staff. 

In  addition  to  producing  OCC  publications,  the  divi¬ 
sion  also  maintains  subscription  lists  for  the 
Comptroller's  Manual  for  National  Banks,  various  ex¬ 
amination  handbooks  and  major  publications.  The 
division  issues  and  maintains  banking  and  examining 
issuances,  interpretive  letters  and  administrative  di¬ 
rectives.  In  addition,  the  division  processes  all  sub¬ 
missions  to  the  Federal  Register,  produces  the  Quar¬ 
terly  Journal  and  compiles  the  Daily  News  Digest 


Under  authority  delegated  by  the  Comptroller,  the 
division  is  responsible  for  making  initial  determinations 
on  requests  for  records  of  the  OCC  under  the  Free¬ 
dom  of  Information  Act  and  the  Privacy  Act  of  1974  In 
1984,  1,261  such  requests  were  processed 

Customer  and  Industry  Affairs  Division 

The  Customer  and  Industry  Affairs  Division  is  the 
liaison  between  the  OCC  and  bank  customer  groups, 
as  well  as  the  insurance,  real  estate,  securities,  and 
other  nonbank  financial  industries.  In  addition,  the 
division  is  responsible  for  the  OCC's  community  de¬ 
velopment  and  consumer  affairs  functions  with  the 
exception  of  consumer  complaints. 

The  division  maintains  a  monitoring  system  to  help 
division  staff  recognize  and  report  on  the  impact  of 
external  environmental  factors/risks.  The  division  also 
manages  the  OCC’s  Community  Development  Corpo¬ 
ration  (CDC)  program  and  coordinates  the  OCC’s 
consumer  affairs  activities. 

In  1984,  the  division  organized  a  roundtable  on  Small 
Business  Lending  and  Private  Secondary  Markets  to 
explore  innovative  ways  to  expand  the  availability  of 
long  term  financing  for  small  business.  The  Round¬ 
table  was  jointly  convened  by  the  OCC  and  the 
National  Federation  of  Independent  Business  (NFIB) 
with  a  diverse  audience  drawn  from  the  small  busi¬ 
ness,  banking,  insurance  and  securities  industries 

During  the  past  year,  the  division  established  better 
lines  of  communication  and  dialogue  between  the 
OCC  and  community,  consumer,  small  business,  in¬ 
surance  and  real  estate  groups 

In  addition,  the  division  initiated  and  implemented,  in 
conjunction  with  the  FHLBB,  an  educational  forum  on 
Computerized  Loan  Origination  (CLO)  Networks  to 
discuss  issues  and  opportunities  for  mortgage  loan 
originators.  Almost  100  officers  of  banks,  savings  and 
loan  associations  and  mortgage  banks  attended  as 
well  as  representatives  of  banking  and  savings  and 
loan  trade  associations,  secondary  mortgage  market 
agencies,  and  regulatory  agency  staff 

Finally,  the  division  provides  staff  support  to  the 
Comptroller  in  his  capacity  as  a  statutory  member  of 
the  board  of  directors  of  the  Neighborhood  Reinvest¬ 
ment  Corporation  (NRC)  and  is  the  agency's  liaison 
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with  the  Department  of  the  Treasury's  Consumer  Af¬ 
fairs  Council 

Congressional  Liaison  Division 

The  Congressional  Liaison  Division  is  responsible  for 
this  Office's  relations  with  Congressional  committees; 
subcommittees,  task  forces,  working  groups,  staffers, 
and  members 

The  division  provides  analysis,  advice,  and  counsel  to 
the  Comptroller  and  senior  OCC  policy  makers  on 
Congressional  activities  which  affect  or  could  affect 
the  OCC,  the  national  banking  system,  or  the  financial 
services  marketplace  It  also  offers  guidance  on  po¬ 
tential  Congressional  reaction  to  OCC  actions. 

As  part  of  its  responsibilities,  the  division  maintains 


regular  contact  with  members,  committees,  subcom¬ 
mittees,  and  staffers  to  further  communication  and 
understanding  and  to  ensure  that  OCC’s  interests  are 
represented. 


The  division  is  the  focal  point  for  all  Congressional  mail 
and  inquiries,  including  requests  for  testimony,  staff 
studies,  or  other  support.  It  prepares  or  assists  in  the 
preparation  of  testimony,  comments,  briefings,  and 
staff  studies  relating  to  Congressional  actions,  as  well 
as  responses  to  constituent  inquiries. 


Finally,  the  division  provides  other  necessary  liaison 
and  information  services  relating  to  Congressional 
and  legislative  matters. 
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Remarks  by  C.  T.  Conover,  Comptroller  of  the  Currency,  before  the  ABA 
National  Convention,  New  York,  N.Y.,  October  24,  1984 

“Strength  =  New  Powers  +  Firm  Supervision” 


Like  most  of  your  customers,  I  hate  to  be  kept  waiting. 
I  thought  that  by  now  I  would  be  able  to  obtain  new 
products  and  services  at  my  local  bank.  But  if  I  want  to 
obtain  the  full  range  of  financial  services,  I  still  have  to 
do  business  with  Sears. 

That’s  disappointing.  And  there  is  no  simple  way  to 
explain  why  banks  came  out  of  this  Congress  empty 
handed.  The  collapse  of  Continental  worked  against 
new  powers,  and  for  all  the  wrong  reasons.  The  fact 
that  there  was  no  real  effort  to  develop  a  compromise 
on  the  issue  of  regional  interstate  banking  certainly 
didn't  help  the  cause  either.  But  even  if  a  compromise 
had  been  reached,  I  doubt  that  the  results  would  have 
been  any  different.  Too  many  special  interest  groups 
successfully  defended  their  own  turf  against  any  new 
competition. 

In  order  to  make  any  progress  in  the  future,  I  believe 
that  Congress  and  the  consumer  must  first  understand 
how  modernizing  the  laws  will  result  in  a  stronger 
banking  system.  I’ve  devised  a  simple  equation  to 
describe  the  process — “Strength  =  New  Powers  + 
Firm  Supervision."  I’d  like  to  prove  the  validity  of  that 
equation  today.  First,  I  will  review  the  progress  in 
modernizing  the  laws  and  regulations  governing  finan¬ 
cial  services  and  explain  why  new  powers  are 
needed.  Then,  I  will  discuss  how  a  firm  supervisory 
stance  will  contribute  to  industry  strength. 

The  Need  for  New  Powers 

First,  let’s  talk  about  the  need  for  new  powers.  In  my 
first  3  years  as  Comptroller,  I  have  witnessed  some 
impressive  victories  by  a  banking  industry  that  stuck 
together  and  hung  tough.  The  cry  of  “let  us  compete” 
that  came  out  of  your  1 981  convention  was  still  ringing 
in  the  air  when  I  took  office.  In  fact,  the  reverberations 
of  that  cry  are  still  heard  in  Washington  and  in  state 
houses  around  the  country.  It  was  also  in  1981  that  an 
alliance  between  big  bank  and  small  was  forged.  The 
theme  of  the  special  session  for  community  bankers 
was  “not  ready  to  quit  yet."  Today  small  banks  are  still 
strong  and  certainly  not  ready  to  roll  over  and  play 
dead.  If  a  consensus  between  big  and  small  banks  is 
developed  and  maintained,  the  possibility  for  change 
in  the  legal  structure  governing  financial  services  can 
grow. 


Recent  Progress 

Back  in  1981,  there  was  a  lot  of  talk  about  a  4-year 
schedule  for  the  phaseout  of  rate  ceilings  on  deposits. 
You  ended  up  getting  price  deregulation  in  little  more 
than  2.  Back  in  1981,  the  main  topics  of  conversation 
were  All  Savers  and  Small  Savers  certificates  and  the 
new  market  for  Individual  Retirement  Accounts.  To¬ 
day,  the  talk  has  advanced  to  insurance,  securities, 
and  real  estate.  That’s  progress. 

In  addition,  marketplace  pressures  have  made  the 
need  for  further  change  much  greater  than  it  was  3 
years  ago.  While  bankers  could  see  that  the  impact  of 
technology  would  be  substantial,  who  could  have 
imagined  the  vast  networks  of  ATM’s  that  would  be  in 
service  today?  Who  knew  how  the  potential  uses  for 
the  computer  would  grow?  And  even  after  interest  rate 
ceilings  were  removed,  who  could  have  predicted  the 
demand  for  money  market  deposits  and  Super  NOW 
accounts  or  market  rate  certificates  of  deposit? 

Throughout  those  3  years,  the  Comptroller's  Office  has 
been  helping  banks  to  find  new  ways  to  successfully 
compete  in  the  marketplace.  Specifically,  we  allowed 
banks  to  offer  discount  brokerage  and  investment 
advisory  services,  to  operate  futures  commission  mer¬ 
chant  subsidiaries,  to  lease  space  to  insurance 
agents,  to  underwrite  credit  life  insurance,  and  to  offer 
plain  English  trusts.  We  also  permitted  banks  to  pro¬ 
vide  common  trust  funds  for  the  collective  investment 
of  Individual  Retirement  Account  contributions  This 
action  was  overruled  by  one  court  but  we  believe  the 
court’s  decision  was  bad  public  policy  and  intend  to 
appeal  it. 

The  point  is  that  now  that  consumers  have  eaten 
steak,  they’re  not  about  to  let  banks  serve  peanut 
butter  again  They  want  value  in  financial  products, 
and  they  want  that  value  from  their  bank.  That  is  an 
advantage  you  must  exploit. 

Response  to  Critics 

While  we  may  agree  that  the  system  needs  to  be 
changed,  there  are  still  many  critics  that  oppose 
change.  Some  use  the  false  logic  of  protectionism, 
others  are  just  misinformed  In  answering  them,  I  am 
always  reminded  of  a  discussion  that  took  place  when 
I  was  in  college.  A  professor  asked  the  class,  “How 
many  wheels  would  your  car  have  if  you  called  the 
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hooa  ornament  a  wheel7"  An  eager  classmate  replied, 
Five  Understandably,  the  professor  was  not  satis¬ 
fied  He  said,  "Calling  a  hood  ornament  a  wheel 
doesn't  make  it  one  ."  I  wish  I  could  introduce  that 
professor  to  the  critics  of  bank  deregulation. 

These  critics  charge  that  banks  are  abusing  their 
market  freedoms  They  claim  banks  have  raised  serv¬ 
ice  fees  arbitrarily.  They  assert  that  the  minimum 
deposit  requirements  on  market  rate  accounts  are  too 
high  They  profess  that  chaos  reigns  as  a  result  of 
branch  closings  and  forcing  customers  to  use  ATMs. 
They  argue  that  the  increase  in  the  number  of  bank 
failures  is  a  direct  result  of  deregulation.  They  con¬ 
cede  graciously  that  maybe  there  was  too  much 
regulation  before,  but  they  come  right  back  and  say 
that  the  pendulum  has  already  swung  too  far  in  the 
opposite  direction.  They  believe  it's  time  for  more 
regulation. 

As  my  college  professor  phrased  it,  “the  mere  fact  that 
they  say  it  doesn't  make  it  so."  The  reality  is  that  banks 
can  only  serve  their  customers  when  they  are  making 
a  fair  profit  themselves.  And  using  the  collapse  of 
Continental  as  a  reason  to  curtail  further  deregulation 
is  a  convenient  but  very  misguided  response.  Provid¬ 
ing  banks  with  new  powers  will  strengthen,  not 
weaken,  the  banking  system  because  banks  will  be 
able  to  engage  in  new,  less  risky,  activities 

Granted,  there  have  been  some  problems  and  grow¬ 
ing  pains  associated  with  banks  paying  market  rates 
of  interest  on  time  deposits.  But  they  have  been  minor 
compared  to  the  major  consumer  benefits  that  have 
resulted.  The  real  problem  is  that  most  of  the  legal 
framework  governing  financial  services  still  needs  to 
be  modernized  Banks  need  new  product  powers  and 
geographic  freedom  in  order  to  offset  the  lost  earnings 
that  resulted  from  removing  interest  rate  ceilings.  As  it 
stands  today,  banks  are  forced  to  row  with  only  one 
oar  in  the  water  That  certainly  isn't  the  best  way  to  get 
to  a  desired  destination 

Laws  Must  Change 

Much  of  the  current  legal  structure  under  which  banks 
must  operate  was  based  on  a  completely  different  set 
of  circumstances  It  was  developed  in  reaction  to 
public  policy  concerns  that  arose  after  the  Great 
Depression  From  1921  through  1933,  more  than 
12,000  banks  shut  their  doors  That's  more  than  40 
percent  of  the  banks  that  existed  in  1921 

r  reaction  Congress  looked  for  ways  to  make  bank- 
rg  safe  arid  sound  They  barred  banks  from  the 
n/estment  business,  they  added  deposit  insurance 
arid  an  elaborate  system  of  bank  regulation,  they 


limited  the  potential  for  geographic  growth;  and  they 
prohibited  the  common  ownership  of  banks  and  com¬ 
mercial  enterprises  That  is  what  they  felt  was  neces¬ 
sary  for  a  safe  and  sound  banking  system. 

That  system  worked  when  banks  had  unique  products 
and  services  that  no  one  else  could  offer.  Today  that  is 
no  longer  the  case.  In  fact,  there  is  no  longer  a  single 
product  or  service  unique  to  commercial  banks.  I  can 
keep  my  checking  account  at  Dean  Witter.  I  can  get  a 
commercial  loan  from  a  savings  and  loan  association. 

I  can  get  my  mortgage  from  a  real  estate  company  or 
a  mortgage  bank.  And  I  can  get  my  VISA  card  from  the 
American  Automobile  Association. 

Much  of  the  regulation  we  now  have  ill  serves  both  the 
public  and  the  economy.  It’s  not  that  banking  needs 
more  regulation;  it  doesn’t.  It  needs  different  regula¬ 
tion — regulation  that  permits  banks  to  compete  for  the 
benefit  of  consumers  instead  of  regulation  designed  to 
protect  banks  from  competition.  That  kind  of  out¬ 
moded  protection  will  smother  the  banking  industry. 

As  it  stands  today,  changes  in  the  economy,  ad¬ 
vances  in  technology,  and  unnecessary  restrictions 
are  increasing  the  pressure  to  revise  the  system  of  law 
and  regulation  that  governs  financial  services.  And  we 
must  make  these  revisions  before  the  banking  system 
becomes  too  weakened.  The  challenge  we  face  is  to 
develop  a  system  of  law  and  regulation  that  is  stronger 
and  more  flexible  than  what  we  have  now  and  one  that 
won't  contribute  to  a  crisis  in  the  future. 


Firm  Supervision 

The  second  half  of  the  strength  in  banking  equation  is 
firm  supervision.  Modernizing  the  legal  structure  gov¬ 
erning  financial  services  does  not  mean  that  regula¬ 
tors  will  stop  examining  banks  or  enforcing  the  laws. 
There  is  no  plan  to  throw  away  the  post-Depression 
concern  for  safety  and  soundness. 

Through  a  modernized  legal  structure,  banks  will  once 
again  be  put  to  their  best  use,  which  is  providing  their 
customers  with  the  best  products  and  services  at  the 
lowest  price,  and  through  the  most  convenient  deliv¬ 
ery  system  Under  this  new  system,  bank  regulators 
will  not  relinquish  their  authority  or  responsibility  We 
will  ensure  that  the  new  powers  are  not  used  to  harm 
the  safety  and  soundness  of  the  banking  system 

The  Comptroller's  Office  has  been  emphasizing  the 
use  of  tough  enforcement  for  either  violations  of  the 
law  or  imprudent  banking  practices  When  a  bank  fails 
to  act  responsibly,  our  policy  is  to  come  down  on  them 
very  hard  and  very  quickly 


For  anyone  who  doubts  that  assertion,  our  record 
speaks  for  itself.  Last  year  we  took  274  formal  actions 
against  banks  compared  to  only  156  for  the  previous 
year  and  only  65  in  1978.  These  actions  have  been 
taken  against  banks  of  all  sizes.  Last  year,  we  also 
imposed  civil  money  penalties  against  127  bank  of¬ 
ficials.  To  put  that  into  perspective,  in  1981  we  im¬ 
posed  only  19. 

There  are  many  other  ways  that  the  Comptroller’s 
Office  is  working  toward  developing  a  stronger  bank¬ 
ing  system.  One  method  is  to  increase  primary  capital 
levels.  A  new  standard  developed  jointly  by  the  three 
banking  regulators  would  apply  the  same  minimum 
capital  requirements  to  all  banks.  This  action  would 
strengthen  the  banking  system  by  adding  over  $5 
billion  in  new  capital  for  national  banks  over  the  next 
several  years. 

We  feel  that  higher  capital  is  necessary  because  of  the 
deterioration  in  the  quality  of  loan  portfolios.  Since  the 
reserve  for  loan  losses  is  an  important  element  of  bank 
capital,  we  have  been  closely  scrutinizing  it  during  the 
exam  process.  We  want  to  be  sure  that  these  reserves 
keep  pace  with  the  risk  in  the  portfolio  and  that 
management  has  good  procedures  for  determining 
the  adequacy  of  reserves.  And,  we  have  been  closely 
looking  at  dividend  policies.  We  will  restrict  dividend 
payouts  if  they  are  not  in  line  with  the  banks’  capital 
needs. 

Our  Office  has  also  been  very  interested  in  increasing 
the  disclosure  of  bank  information.  Earlier  this  month, 
we  ended  the  comment  period  on  a  notice  of  pro¬ 
posed  rulemaking  that  asked  a  number  of  key  ques¬ 
tions  about  whether  and  how  to  increase  public  dis¬ 
closure.  While  it  is  still  too  early  to  tell  you  exactly  how 
we  will  proceed,  my  personal  feeling  is  that  more 
public  disclosure  is  needed.  In  a  competitive  environ¬ 
ment,  regulators  need  the  assistance  of  an  informed 
market  to  maintain  the  health  of  the  system.  And 
increasing  public  disclosure  would  be  an  easy  way  to 
gain  that  assistance. 

In  implementing  stricter  requirements  for  banks  we 
cannot  forget  the  savings  and  loan  associations.  They 
have  virtually  all  the  powers  of  a  commercial  bank,  so 
they  should  be  subject  to  the  same  capital  and  dis¬ 
closure  requirements  and  accounting  procedures. 
Otherwise  there  is  competitive  inequity.  This  is  an 
issue  that  must  be  brought  into  the  public  policy 
debate  next  year. 

The  Comptroller’s  Office  has  also  been  improving  its 


examination  techniques  and  concentrating  more  of  its 
efforts  on  those  institutions  that  pose  the  greatest  risk 
to  the  safety  and  soundness  of  the  banking  system 
And  we  have  been  using  new  types  of  targeted 
examinations  that  focus  on  specific  problem  areas  in 
individual  banks,  such  as  energy  loans  or  the  ad¬ 
equacy  of  loan  loss  reserves.  In  addition,  during  the 
examination  process  we  are  placing  more  emphasis 
on  banks’  internal  controls  and  systems.  This  includes 
increased  testing  of  control  procedures  and  their 
application,  and  more  stringent  follow-ups  to  ensure 
that  internal  control  deficiencies  are  corrected. 

Closer  scrutiny  is  also  being  given  to  the  sources  and 
use  of  funding  by  banks.  We  are  taking  corrective 
actions  if  the  asset  mix  and  liquidity  is  not  consistent 
with  funding  sources  and  vice  versa.  The  intent  is  to 
keep  banks  from  becoming  too  vulnerable  to  eroding 
market  confidence  and  too  dependent  on  particular 
funding  sources.  If  there  is  a  high  volume  of  volatile 
liabilities,  we  want  to  see  a  larger  percentage  of  liquid 
assets. 

Unfortunately,  these  efforts  don’t  get  the  same  kind  of 
publicity  as  approving  an  application  for  a  nonbank 
bank  or  permitting  banks  to  offer  discount  brokerage 
services.  But  they  are  all  part  of  the  same  equation 
that  will  result  in  a  stronger  banking  system  and  a 
modernized  system  of  law  and  regulation  for  financial 
services.  And  it  is  important  that  the  public,  the 
Congress,  and  your  critics  know  that  these  actions  are 
an  integral  part  of  that  equation. 

Conclusion 

For  your  part,  there  are  a  few  things  you  need  to  do  to 
encourage  the  process  of  change.  First,  you  have  to 
send  a  consistent  message  regarding  the  legislative 
changes  you  want.  That  means  not  only  forming  a 
consensus  among  yourselves,  but  also  taking  into 
account  the  concerns  of  other  segments  of  the  mar¬ 
ketplace.  Second,  you  have  to  garner  the  support  of 
consumers  and  small  businesses  Third,  and  most 
important,  you  must  continue  to  be  prudent  bankers 
and  honest  custodians  of  depositors'  money  If  you  fail 
in  that  regard,  you  don't  deserve  to  have  the  increased 
public  trust.  If  you  follow  these  three  simple  rules,  I 
guarantee  you’ll  not  disappoint  your  customers  again 
next  year.  You'll  get  what  you  want  and  will  keep 
control  of  your  destiny  instead  of  forcing  the  govern¬ 
ment  to  make  your  decisions  And  we  will  all  benefit 
from  the  stronger  banking  system  that  results  from 
new  powers  and  firm  supervision 
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Remarks  by  Michael  A.  Mancusi,  Senior  Deputy  Comptroller  for  National 
Operations,  before  the  Robert  Morris  Associates  Fall  Conference,  San  Juan, 
Puerto  Rico,  October  31,  1984 

"Commercial  Lending:  Back  to  the  Basics” 


l  am  delighted  to  be  here  I've  been  told  if  you're  a 
lending  officer  this  is  the  place  to  be.  So  I  welcome  the 
opportunity  to  come  here  today  to  share  my  ideas  and 
practice  a  little  preventive  medicine. 

My  message  is  simple.  With  all  the  razzle  dazzle  of 
computers,  all  the  talk  about  deregulation,  and  all  the 
claims  about  how  the  banking  business  is  changing, 
one  thing  has  not  changed — in  commercial  lending, 
the  basics  still  count.  In  fact,  the  basics  have  never 
been  more  important  than  they  are  today.  If  you  doubt 
that  fact,  just  take  a  close  look  at  the  reasons  behind 
most  recent  bank  failures.  You  won’t  find  any  that  were 
caused  by  deregulation.  Most  banks  fail  because  they 
violate  one  or  more  of  the  basic  principles  of  com¬ 
mercial  lending. 

I've  entitled  my  presentation,  “Commercial  Lending: 
Back  to  the  Basics."  In  addressing  this  theme,  I  will 
cover  three  important  topics: 

•  The  environment  in  which  banks  must  operate; 

•  Our  regulatory  posture;  and 

•  What  banks  ought  to  be  doing. 

The  Environment 

The  last  few  years  have  been  difficult  for  commercial 
lending  Fluctuations  in  the  economy,  poor  perform¬ 
ance  in  certain  industries,  a  large  number  of  business 
and  bank  failures — all  have  combined  to  make  your 
job  more  difficult  than  it  ever  has  been  in  the  past  We 
have  also  witnessed  growth  in  the  commercial  paper 
market,  new  entrants  in  the  lending  arena,  and  in¬ 
creased  pressure  to  go  after  the  “middle  market."  This 
has  resulted  in  a  lot  more  competition  and  has  greatly 
increased  the  temptation  to  ignore  good  lending  prin¬ 
ciples 

d  like  first  to  take  a  look  at  the  environment  in  which 
banks  must  operate  The  effects  of  economic  expan¬ 
sion  have  spread  to  most  sectors  of  the  economy — a 
welcome  change  after  back-to-back  recessions  Tra- 
d  ’  or  a  liy  however,  problems  in  the  banking  industry 
ag  behind  the  general  recovery  That  has  certainly 
been  the  case  over  the  last  1 8  months  and  has  caused 
r  gher  oar  losses  and  contributed  to  the  increase  in 
bar  k  fa  ures 


Unfortunately,  there  are  still  some  segments  of  the 
economy  that  continue  to  be  troubled.  Banks  are 
experiencing  problems  with  agricultural  borrowers, 
who  were  hard  hit  by  drought  last  year.  The  problems 
that  farmers  have  been  experiencing  are  reflected  in 
the  increase  in  past  due  agricultural  loans.  At  the 
same  time,  the  energy  industry  is  still  trying  to  recover 
from  problems  stemming  from  the  reduced  demand 
for  petroleum  products.  Oil  prices  have  remained  soft, 
hampering  recovery  in  this  sector  of  the  economy,  and 
that  fact  is  reflected  in  problems  in  many  banks’ 
energy  loan  portfolios. 

While  most  banks  have  weathered  these  difficulties 
impressively,  almost  all  have  felt  at  least  some  impact. 
Asset  quality  for  the  industry  is  still  suffering,  with  net 
loan  losses  rising  even  faster  for  large  banks  than  for 
small.  These  pressures  have  also  resulted  in  an  in¬ 
crease  in  commercial  bank  failures.  There  were  48 
failures  last  year,  and,  so  far  70  banks  have  failed  this 
year  And  there  are  738  national  banks  with  CAMEL 
ratings  of  3,  4  or  5  that  require  special  supervisory 
attention. 

One  area  I  find  particularly  troubling  in  banks  today  is 
loan  loss  reserves.  Loan  loss  reserves  have  not  kept 
pace  with  the  growth  in  classified  loans  and  loans 
placed  on  nonaccrual.  On  a  positive  note,  some  banks 
substantially  increased  their  reserves  for  loan  losses  in 
the  third  quarter.  These  banks  will  be  much  stronger 
and  more  flexible  in  the  future.  But  banks  that  don’t 
start  doing  a  better  job  of  providing  adequate  reserves 
on  their  own  will  find  the  regulators  doing  their  job  for 
them. 

Regulatory  Posture 

Let  me  describe  the  regulatory  posture  we  have 
brought  to  this  environment  Our  basic  premise  is  that 
the  key  to  strength  in  the  banking  system  is  through 
new  powers  coupled  with  firm  supervision  We  believe 
that  the  government  should  stop  restricting  the  ways  in 
which  banks  compete,  because  the  public  is  better 
served  by  a  more  competitive  marketplace  At  the 
same  time,  the  public  interest  demands  a  safe  and 
sound  banking  system 

That  is  why  we  continue  to  use  tough  enforcement  for 
either  violations  of  the  law  or  imprudent  banking 
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practices.  Last  year  we  took  274  formal  actions 
against  banks  of  all  sizes.  We  also  imposed  civil 
money  penalties  against  127  bank  officials  last  year. 

Increased  capital  is  important  to  safety  and  sound¬ 
ness  of  the  banking  system.  A  new  standard  devel¬ 
oped  jointly  by  the  three  banking  regulators  would 
apply  the  same  minimum  capital  requirements  to  all 
banks.  We  want  to  be  sure  that  reserves  keep  pace 
with  the  risk  in  the  portfolio  and  that  management  has 
good  procedures  for  determining  the  adequacy  of 
reserves.  And  we  have  also  been  closely  looking  at 
dividend  policies. 

Our  Office  has  also  been  very  interested  in  the  dis¬ 
closure  of  information  about  banks  as  part  of  an 
overall  effort  to  increase  market  discipline.  Earlier  this 
month,  the  comment  period  ended  on  a  notice  of 
proposed  rulemaking  that  asked  a  number  of  key 
questions  about  whether  and  how  to  increase  public 
disclosure.  In  a  competitive  environment,  regulators 
need  the  assistance  of  an  informed  market  to  maintain 
the  health  of  the  system.  And  increasing  public  dis¬ 
closure  would  make  it  easier  to  gain  that  assistance. 

The  Comptroller's  Office  has  also  been  improving  its 
examination  techniques  and  concentrating  more  of  its 
efforts  on  those  institutions  that  pose  the  greatest  risk 
to  the  safety  and  soundness  of  the  banking  system. 
We  have  been  using  new  types  of  targeted  examina¬ 
tions  that  focus  on  specific  areas  in  individual  banks, 
such  as  energy  loans.  In  addition,  during  the  examina¬ 
tion  process  we  are  placing  more  emphasis  on  banks' 
internal  controls  and  systems.  This  includes  increased 
testing  of  control  procedures  and  their  application  and 
more  stringent  follow-up  to  ensure  that  internal  control 
deficiencies  are  corrected.  Control  procedures  are  so 
important,  we  urge  banks  to  have  them  verified 
through  external  audits. 

Closer  scrutiny  is  also  being  given  to  the  sources  and 
use  of  funding  by  banks.  We  are  taking  corrective 
actions  if  the  asset  mix  and  liquidity  are  not  consistent 
with  funding  sources  and  vice  versa.  The  intent  is  to 
keep  banks  from  becoming  too  vulnerable  to  eroding 
market  confidence  and  too  dependent  on  particular 
funding  sources.  If  there  is  a  high  volume  of  volatile 
liabilities,  we  want  to  see  a  larger  percentage  of  liquid 
assets. 

What  Banks  Ought  To  Do 

The  changes  in  the  marketplace  over  the  past  several 
years  have  been  evolutionary — and  so  have  the 
changes  in  supervision.  These  changes  affect  all  of 
you.  They  make  the  fundamental  principles  of  com¬ 
mercial  lending  more  important  than  ever.  So  I  would 
like  to  reemphasize  these  principles  today. 


The  fundamental,  recurring  reasons  for  problem  loans 
can  be  read  straight  out  of  the  Comptroller's  Hand¬ 
book  for  National  Bank  Examiners  They  include  ex¬ 
cessive  concern  about  providing  income,  compro¬ 
mise  of  credit  principles;  complacency  about  super¬ 
vising  loan  performance  or  obtaining  credit  informa¬ 
tion;  poor  selection  of  credit  risks;  self  dealing;  and 
overlending. 

The  lesson  of  the  past  2  years  is  simple,  there  is  no 
substitute  for  sound  principles  and  practice  in  com¬ 
mercial  lending.  You  know  these  principles  better  than 
I  do — weighing  risk  against  reward,  diversification, 
ensuring  adequate  collateral,  maintaining  internal 
controls,  asset  and  liability  management,  and  main¬ 
taining  good  credit  review  and  loan  approval  pro¬ 
cesses.  In  light  of  the  additional  risks  involved  in 
making  commercial  loans  today,  these  things  become 
particularly  important.  These  are  the  things  that  well- 
managed  banks  will  have  to  continue  to  do  well. 

In  addition  to  following  these  basic  principles,  there 
are  three  other  areas  you  should  address.  First,  you 
must  have  a  good  internal  review  system  and  be  sure 
that  it  is  working.  That  system  should  include  stan¬ 
dards  for  classifying  loans  that  parallel  those  used  by 
your  regulators.  This  will  result  in  early  identification 
and  recognition  of  problems.  Second,  you  should 
check  the  adequacy  of  your  systems  through  the  use 
of  audits.  And,  third,  you  should  encourage  manage¬ 
ment  to  address  loan  loss  reserves.  You  have  a  voice 
in  shaping  that  policy,  and  I  urge  you  to  make  your 
voice  heard. 

Conclusion 

Address  these  responsibilities  judiciously  and  there 
will  be  better  times  ahead  for  banks.  The  economy  is 
continuing  to  grow,  and  with  the  continued  recovery 
the  picture  for  good  earnings  from  commercial  lending 
will  grow  much  brighter.  For  your  part,  stick  with  the 
sound  principles  that  served  you  well  in  good  times 
To  fail  to  do  so  is  to  sell  the  future  of  your  bank  short 

These,  then,  are  some  of  the  ways  I  see  your  duties 
changing  in  a  competitive  environment  What  it  all 
boils  down  to  is  that  it's  a  very  difficult  and  very 
demanding  job  to  be  a  commercial  lending  officer 
today.  The  requirements  are  many  and  the  responsi¬ 
bilities  are  great,  but  I  know  you  are  equal  to  the 
challenge. 


NOTE:  Mr  Mancusi’s  remarks  were  originally  intend¬ 
ed  to  have  been  delivered  by  Mr  Conover 


39 


Remarks  by  Richard  V.  Fitzgerald,  Chief  Counsel,  before  the  Louisiana  Bankers 
Association,  New  Orleans,  La.,  November  2,  1984 


i  am  very  happy  to  have  been  asked  to  share  some 
thoughts  with  you  today  because  I  believe  the  next 
year  or  two  will  be  a  time  of  great  opportunity  and, 
indeed,  great  challenge  for  banks. 

Last  week  the  Comptroller  addressed  the  American 
Bankers  Association  National  Convention  in  New  York 
City  In  that  talk  he  described  to  the  bankers  an 
equation  for  the  future  of  banking:  Strength  Equals 
New  Powers  Plus  Firm  Supervision.  It  is  my  belief  that 
the  industry  has  little  alternative  than  to  support  new 
powers  for  banks,  because  your  new  competitors — 
the  Sears  Roebucks  of  the  world — will  continue  to 
introduce  new  financial  products  to  draw  your  custom¬ 
ers  and  your  profits  away  from  you.  And  there  is  no 
alternative  to  firm  supervision  by  bank  managers  as 
well  as  bank  regulators. 

A  lot  of  changes  have  taken  place  in  the  last  few  years. 
Back  in  1981,  there  was  a  lot  of  talk  about  a  4-year 
schedule  for  the  phase  out  of  rate  ceilings  on  depos¬ 
its  You  ended  up  getting  price  deregulation  in  little 
more  than  two. 

In  addition,  marketplace  pressures  have  made  the 
need  for  further  change  much  greater  than  it  was  3 
years  ago  While  bankers  could  see  that  the  impact  of 
technology  would  be  substantial,  who  could  have 
imagined  the  vast  networks  of  ATM’s  that  would  be  in 
service  today7  Who  knew  how  the  potential  uses  for 
the  computer  would  grow7  And  even  after  interest  rate 
ceilings  were  removed,  who  could  have  predicted  the 
demand  for  money  market  deposits  and  Super  NOW 
accounts  or  market  rate  certificates  of  deposit7 

Throughout  those  years,  the  Comptroller's  Office  has 
been  helping  banks  to  find  new  ways  to  successfully 
compete  in  the  marketplace  Specifically  we  allowed 
banks  to  offer  discount  brokerage  and  investment 
advisory  services,  to  operate  futures  commission  mer¬ 
chant  subsidiaries,  to  underwrite  credit  life  insurance 
and  to  offer  plain  English  trusts  We  also  permitted 
banks  to  provide  common  trust  funds  for  the  collective 
investment  of  Individual  Retirement  Account  contribu¬ 
tes  This  action  was  overruled  by  one  court  but  we 
be  e  /e  the  court’s  decision  was  bad  public  policy  and 
r>fend  to  appeal  if  Although  substantial  changes  have 
faker  place,  the  next  few  years  will  see  even  greater 

ef  me  share  n  fh  /ou  my  view  of  some  of  the  current 


hot  topics  and  the  regulatory  approach  that  is  being 
put  in  place. 

We  issued  a  letter  last  December  approving  the  idea 
of  a  bank's  leasing  space  in  its  lobby  to  an  indepen¬ 
dent  insurance  agency  under  what  is  known  as  a 
"percentage  lease,”  that  is,  a  lease  calling  for  a 
specified  rent  plus  a  percentage  of  gross  sales. 

By  providing  insurance  sales  on  premises,  a  bank 
enhances  its  image  as  a  supermarket  for  financial 
services,  even  though  it  does  not  have  an  equity 
position  in  the  insurance  operation.  Additionally,  the 
fee  income  helps  to  justify  the  continued  retention  of 
brick  and  mortar  facilities. 

A  number  of  banks  have  picked  up  on  this  idea  in  one 
form  or  another,  despite  opposition  from  some  inde¬ 
pendent  insurance  agents.  Banc  One  of  Columbus, 
N  A  in  Columbus,  Ohio,  and  Bank  of  America  have 
chosen  the  more  conservative  route,  entering  into  a 
straight  lease  with  no  percentage  of  gross  sales. 
When  the  Ohio  insurance  agents  protested  Banc 
One's  plan,  the  Ohio  insurance  commissioner  looked 
into  the  matter  and  found  no  objection.  A  staff  mem¬ 
ber  at  the  commissioner's  office  told  us  the  outcome 
would  have  been  different  had  a  percentage  lease 
been  used.  When  we  asked  why,  she  replied  that  a 
percentage  lease  would  encourage  tying  of  loans  to 
the  purchase  of  insurance.  While  I  don’t  know  Bank  of 
America’s  reason  for  choosing  a  straight  lease  in  its 
deal  with  Capital  Holding  Company,  the  California 
insurance  commissioner’s  view  of  percentage  leases 
may  have  been  a  factor. 

First  Tennessee  Bank,  N.A.,  decided  to  fight  the 
Tennessee  insurance  commissioner  and  so  far  is 
ahead  in  the  game.  After  the  bank  made  a  deal  with  an 
insurance  company  to  lease  space  in  one  of  the 
bank’s  Memphis  branches  on  a  percentage  lease,  the 
state  insurance  commissioner  asked  the  state  attorney 
general  to  issue  an  opinion  on  the  legality  of  the 
arrangement  in  light  of  Tennessee's  anti-rebate  stat¬ 
ute,  which  prohibits  payment  or  splitting  of  commis¬ 
sions  with  unlicensed  parties,  such  as  banks  The 
attorney  general  recently  handed  down  an  opinion 
reaffirming  the  Comptroller's  views  that  percentage 
leases  do  not  create  a  presumption  of  partnership  and 
that  state  anti-rebate  statutes  cannot  stand  in  the  way 

Virtually  every  state  has  an  anti-rebate  or  anti-fee 
splitting  statute  They  are  to  be  regarded  skeptically, 
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at  least  as  far  as  I  am  concerned.  Back  in  the 
mid-seventies,  we  wrestled  with  these  statutes  when 
bankers  who  doubled  as  insurance  agents  argued 
that  they  should  be  allowed  to  pocket  their  commis¬ 
sions  on  credit  life  insurance  sold  to  bank  loan  cus¬ 
tomers  because  turning  the  commissions  over  to  the 
bank  would  violate  the  state’s  anti-commission  split¬ 
ting  statute.  Citing  various  treatises  like  Appleman  on 
Insurance  and  Couth  on  Insurance,  the  Comptroller’s 
Office  expressed  skepticism  about  these  arguments. 
It  was  a  pleasure  to  find  that  the  Attorney  General  of 
Tennessee  also  chose  to  adopt  a  similar  view. 

We  were  also  pleased  to  learn  recently  that  a  mid-level 
appellate  court  in  Florida  declared  Florida’s  anti¬ 
rebate  statute  unconstitutional.  The  case  is  styled 
Dade  City  Consumer  Advocate's  Office  v.  Department 
of  Insurance,  and  was  decided  by  the  District  Court  of 
Appeals,  First  District.  Here,  the  plaintiffs  argued  that 
the  anti-rebate  statute  violates  the  due  process  clause 
of  Florida’s  constitutions.  The  court  could  not  find  a 
rational  relationship  between  the  anti-rebate  statute 
and  a  legitimate  state  interest.  The  effect  of  this 
holding  is  to  make  insurance  rates  more  negotiable 
between  the  consumer  and  the  insurance  agent. 
Since  the  agent  will  be  able  to  rebate  part  of  his 
commission  to  the  insured  party,  rates  should  not  be 
as  uniform  and  competition  between  agents  based  on 
price  should  increase.  Although  this  decision  will 
probably  be  appealed  to  Florida’s  highest  court,  it  is 
an  important  development  that  should  be  watched 
The  case  is  also  significant  because  the  plaintiff  was  a 
consumer  advocate  group.  This  type  of  coalition  be¬ 
tween  consumers  and  commercial  banks  is  essential  if 
banks  are  to  be  granted  new  powers. 

It  is  my  belief  that  insurance  products  or  insurance  like 
products  and  services  are  natural  financial  services 
for  banks  to  want  to  offer.  I  expect  the  OCC  will  be 
asked  for  its  opinion  of  these  products  with  increasing 
frequency.  Let  me  give  you  a  word  of  practical  advice, 
however.  When  seeking  our  opinion  it  is  important  for 
the  bank’s  lawyers  to  present  the  best  case  that  the 
product  or  service  to  be  offered  is  a  banking  service — 
not  just  that  customers  are  leaving  the  bank  to  get 
products  and  services  from  an  insurance  company. 
The  case  must  be  made  that  the  product  you  wish  to 
offer  is  a  banking  product,  that  it  is  incidental  to 
banking,  as  the  statute  terms  it. 

Now,  let’s  talk  about  purchases  of  loans  and  participa¬ 
tions  in  loans  The  problems  at  Continental  Illinois  and 
Penn  Square  graphically  illustrate  the  dangers  this 
practice  can  present  if  these  purchases  are  not  scru¬ 
tinized  carefully.  According  to  a  recent  article  in  Legal 
Times  of  Washington,  many  bank  lawyers  are  review¬ 
ing  their  loan  participation  agreements  with  an  eye  to 


expanding  their  provisions.  At  the  Comptroller's  Of¬ 
fice,  we  too,  have  been  studying  this  area  Last 
December,  we  issued  Banking  Circular  181  on  partici¬ 
pations  in  loans,  and  revised  it  in  mid-August.  The 
thrust  of  the  revised  banking  circular  may  constitute 
unsafe  or  unsound  banking  practices  unless  satisfac¬ 
tory  documentation,  credit  analysis,  and  other  controls 
over  risk  exist.  Satisfactory  controls  over  the  purchase 
of  loans  and  participations  ordinarily  include,  but  are 
not  limited  to: 

•  written  lending  policies  and  procedures  by  the 
purchasing  bank; 

•  an  independent  analysis  of  credit  quality  by  the 
purchasing  bank; 

•  an  agreement  by  the  obligor  to  make  full  credit 
information  available  to  the  selling  bank; 

•  written  documentation  of  recourse  arrange¬ 
ments  outlining  the  rights  and  obligations  of 
each  party. 

Each  of  these  areas  is  discussed  in  detail  in  the 
Banking  Circular,  and  I  urge  you  to  read  the  entire 
document  carefully. 

★  ★  ★ 

On  another  front,  the  problems  at  Continental  Illinois 
have  not  altered  our  belief  that  increased  market 
discipline  can  greatly  strengthen  the  banking  system 
Through  various  means,  especially  increased  dis¬ 
closure,  we  are  seeking  to  utilize  market  discipline  as 
a  complement  to  the  government's  supervisory  efforts 
In  this  regard,  we  published  in  July  an  advance  notice 
of  proposed  rulemaking  asking  some  25  questions 
about  how  disclosure  might  be  increased  The 
Comptroller’s  request  for  comment  is  considerably 
broader  than  a  recent  FDIC  proposal  encouraging 
banks  to  provide  data  and  other  disclosures  to  cus¬ 
tomers  who  request  them  Among  the  25  questions  on 
which  comment  was  sought  in  our  advance  notice  of 
proposed  rulemaking  are  the  following: 

•  Is  the  Call  Report  an  appropriate  disclosure 
mechanism,  or  should  an  annual  report  contain¬ 
ing  narrative  disclosures  also  be  required9  Such 
report  might  contain  information  about  the  com¬ 
position  of  a  bank's  loan  portfolio,  including 
percentage  concentrations  by  industry,  a  de¬ 
scription  of  material  legal  proceedings,  and 
management’s  analysis  of  business  conditions 

•  Should  national  banks  continue  to  publish  finan¬ 
cial  information  in  newspapers9  Is  there  public 
benefit  in  such  publications9 

•  What  standards  should  apply  in  determining 
when  a  national  bank  should  update  information 
it  has  provided9 
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•  Should  all  financial  statements  be  audited  by 
independent  public  accountants? 

•  Should  all  final  administrative  enforcement  or¬ 
ders  be  made  public;  if  so,  should  the  informa¬ 
tion  be  released  by  the  Office  or  by  the  bank, 
and  how  should  it  be  released9  Should  it  be 
released  by  means  of  a  press  release,  or  a 
narrative  disclosure  in  the  Call  Report;  or  a 
narrative  disclosure  in  some  other  report,  such 
as  the  annual  report  to  shareholders9 

The  comment  period  closed  October  23.  If  you  still 
wish  to  make  comments  please  forward  them.  We  are 
interested  in  your  and  your  client's  views. 

On  still  another  front,  we  are  examining  disclosures 
made  by  bank  holding  companies  to  determine 
whether  they  have  accurately  described  administra¬ 
tive  enforcement  actions  brought  by  the  Comptroller’s 
Office  against  their  national  bank  subsidiaries.  We 
have  spotted  some  deficiencies,  and  we  have  referred 
them  to  the  Securities  and  Exchange  Commission.  We 
also  recently  completed  consent  orders  in  six  cases  of 
"window  dressing,"  where  national  banks  used  vari¬ 
ous  techniques  to  inflate  their  call  report  figures.  In  the 
future,  we  will  likely  publicly  release  the  names  of 
banks  engaged  in  this  practice. 

Internally,  we  have  been  reexamining  practices  that 
may  not  be  consistent  with  the  increasing  emphasis 
on  disclosure.  For  example,  we  are  studying  whether 
we  ought  to  modify  our  practice  of  occasionally  seek¬ 
ing  blanket  protective  orders  in  enforcement  litigation, 
in  favor  of  seeking  more  limited  protective  orders  to 
safeguard  only  what  is  truly  confidential,  like  examina¬ 
tion  reports  and  names  of  customers.  We  are  also 
reexaming  whether  CAMEL  ratings  should  be  dis¬ 
closed  to  banks,  a  practice  now  followed  by  the  FDIC. 
Additionally,  we  are  discussing  a  policy  of  publicly 
announcing  enforcement  actions  that  primarily  ad¬ 
dress  compliance  with  the  federal  securities  laws.  As 
you  may  know,  the  Comptroller's  office  has  an¬ 
nounced  a  number  of  such  actions  in  the  last  year 

In  general,  I  think  disclosure  will  become  an  increas¬ 
ingly  significant  regulatory  tool  over  the  next  few 
years  The  task  now  is  to  prepare  the  banks  psycho¬ 
logically  for  this  development 


The  La n  Department  is  also  experimenting  with  the 
,se  of  //hat  is  known  in  some  circles  as  "no-action"  or 
no  ob|ection  letters  A  no-ob|ection  letter,  as  it  is 
general!/  ziewed  is  an  indication  that  agency  staff  will 
not  raise  legal  objections  if  the  requesting  national 
bar  k  proceeds  with  a  new  product  or  service  as 


proposed  What  we  re  aiming  at  is  a  process  that  will 
encourage  banks  to  do  more  of  their  own  legal  work 
before  seeking  the  Comptroller’s  views  If  we  can  get 
banks  to  do  some  of  the  basic  legal  thinking  and 
research,  we  ought  to  be  able  to  provide  a  somewhat 
faster  response  and  utilize  our  resources  more  ef¬ 
ficiently.  For  too  long,  I  suspect,  we  may  have  pro¬ 
vided  too  much  legal  advice  for  institutions  that  are 
sophisticated  enough  to  perform  this  task  themselves. 

During  this  period  of  experimentation,  we  are  examin¬ 
ing  incoming  letters  to  see  if  they  are  suitable  candi¬ 
dates  for  the  program.  To  be  a  candidate,  the  incom¬ 
ing  letter  must  exhibit  certain  characteristics.  First,  the 
incoming  letter  must  relate  to  an  activity  that  doesn’t 
require  prior  OCC  approval.  Second,  there  must  be  a 
detailed  analysis  and  opinion  of  counsel  on  specific 
legal  issues,  and  no  major  legal  issue  is  unaddressed. 
Finally,  the  incoming  letter  should  not  involve  an  issue 
where,  as  a  matter  of  litigation  policy,  it  is  preferable 
for  us  to  issue  a  full  blown  legal  opinion  or  a  decision 
of  the  Comptroller.  If  these  characteristics  are  present 
in  the  incoming  letter,  we  will  respond  with  a  statement 
to  the  effect  that  the  staff  will  not  raise  legal  objection 
if  the  bank  proceeds  as  proposed. 

As  I  indicated,  we  are  now  in  a  trial  period.  We  have 
not  made  a  final  decision  on  whether  to  adopt  the 
procedure  or  not.  Even  if  we  adopt  it,  there  are  many 
ancillary  questions  to  be  resolved.  For  example,  we 
must  consider  how  the  policy  will  be  announced  as 
well  as  how  or  whether  no  objection  letters  and  the 
incoming  request  will  be  publicly  released. 

In  general,  I  feel  that  the  OCC  has  done  far  too  much 
of  the  legal  work  for  the  banks  we  supervise.  It  is  my 
intention  to  shift  more  of  that  work  to  the  banks  and  the 
bank’s  lawyers,  because  that’s  where  it  belongs. 

This  process  will  also,  we  hope,  enable  the  OCC  and 
the  industry  to  avoid  the  consequences  of  court  deci¬ 
sions  that  go  against  a  particular  bank  defending  a 
particular  product  or  service.  If  the  Comptroller  and 
his  decision  are  a  party  to  such  a  loss,  the  court’s 
decision  binds  the  OCC  and  therefore  affects  the 
entire  industry.  That  is  a  result  we  would  like  to  avoid 

Let  me  also  share  with  you  some  of  the  things  the  OCC 
will  be  looking  at  most  closely  in  the  area  of  bank 
supervision  Our  efforts  will  pursue  five  general  goals, 
which  will  be  supported  by  actions  individual  banks 
will  be  required  to  take  and  actions  that  the  OCC  will 
take. 

Each  of  the  overall  goals  is  of  equal  importance  with 
the  others  and  they  are  not  listed  in  any  particular 
order  Our  first  goal  will  be  to  see  to  it  that  individual 


banks  maintain  adequate  capital  ratios.  Specific 
banks  under  examination  will  be  asked  to  maintain  or, 
if  necessary,  increase  their  capital  asset  ratio;  to  link 
capital  needs  with  other  bank  plans;  to  raise  outside 
capital  if  necessary;  and  to  establish  adequate  re¬ 
serves  for  possible  domestic  loan  losses.  The  OCC  for 
its  part  will  enforce  new  minimum  capital  requirements 
of  5.5  to  6  percent;  enforce  restrictions  on  payment  of 
dividends  by  inadequately  capitalized  banks;  and  we 
will  emphasize  the  adequacy  of  the  APLL  in  examina¬ 
tions.  We  intend  to  require  more  conservative  APLL 
policies  and  we  will  move  away  from  tax-based  con¬ 
siderations. 

Our  second  goal  is  to  strengthen  earnings.  We  will 
encourage  banks  to  increase  fee  income  by  the  use  of 
improved  cost  accounting,  the  adjustment  of  prices  on 
unprofitable  products  and  the  addition  of  new  fee 
based  services.  We  will  also  urge  that  they  reduce 
non-interest  expenses.  The  OCC  will  continue  to  sup¬ 
port  expanded  service  powers  and  expanded  branch¬ 
ing  powers.  We  will  also  streamline  the  application 
process  further 

Our  third  goal  concerns  the  maintenance  of  adequate 
internal  controls  and  management.  Banks  will  be 
asked  to  develop  and  enhance  strategic  planning 
efforts  to  assure  that  management  decisions  reflect 
actual  and  potential  market  place  changes.  We  will 
insist  that  banks  establish  and  maintain  realistic  credit 
review  and  loan  classification  systems,  and  adequate 
systems  of  internal  controls  and  audits.  For  our  part 
you  will  become  increasingly  aware  during  the  exami¬ 
nation  process  of  our  emphasis  on  the  importance  of 
sound  management  and  internal  controls.  We  will  not 
hesitate  to  take  appropriate  steps  to  remove  incom¬ 
petent  management  when  such  steps  are  justified  and 
defensible. 

The  enforcement  of  prudential  standards  is  our  fourth 
goal.  In  the  area  of  asset  quality  individual  banks  will 
be  required  to  maintain,  and  where  necessary,  estab¬ 
lish  adequate  interest  rate  spreads  consistent  with 


risks.  The  OCC  will  continue  to  require  more  accurate 
accounting  and  classification  of  loans  In  order  to 
enhance  prudential  standards  in  the  area  of 
liquiditywe  will  require  individual  banks  to  adopt  more 
conservative  funding  policies.  The  OCC  intends  to 
monitor,  and  when  necessary,  criticize  excessive  loan- 
asset  ratios  and  excess  reliance  on  volatile  funding 
sources.  We  also  intend  to  restrict  the  use  of  brokered 
deposits  that  fund  imprudent  asset  growth.  At  the 
present  time  all  administrative  actions  taken  by  the 
Office  against  individual  banks  contain  a  provision 
concerning  the  use  of  brokered  deposits. 

And  fifth,  we  intend  to  take,  and  have  taken,  a  number 
of  steps  to  improve  the  Office’s  supervisory  activities. 
We  will  insure  accurate  loan  classifications  in  exami¬ 
nations  by  installing  better  control  checks.  We  have 
already  initiated  an  improved  management  flow 
among  bank  examiners  regarding  participated  cred¬ 
its.  We  have  for  some  time  emphasized  customized 
examination  and  supervision  of  large  banks.  We  will 
increasingly  utilize  technology  to  enhance  supervisory 
capabilities.  We  are  introducing  the  use  of  micro¬ 
computers  for  examinations.  We  will  require  better  and 
more  accurate  public  disclosure  by  banks  of  financial 
performance.  And  finally,  we  will  continue  our  support 
for  a  more  rational  regulatory  structure. 

In  closing,  I  really  don’t  think  we  will  see  any  meaning¬ 
ful  bank  powers  legislation  anytime  soon.  Therefore,  it 
will  fall  to  the  banks,  their  legal  counsel  and  the 
regulators  to  continue  to  define  banking  and  what  is 
incidental  to  banking.  So  the  burden  is  very  much  on 
us,  all  of  us,  to  see  to  it  that  the  industry  stays  healthy 
and  modern  That  is  going  to  be  an  ever  tougher  job 
because  the  various  parts  of  the  financial  industry  are 
growing  ever  more  intertwined  and  the  old  walls 
between  those  parts  will  be  defended  even  more 
fiercely  by  those  who  wish  to  avoid  competition  or 
hanker  for  the  quieter  life  of  20  years  ago 

The  public  will  get  financial  services,  but  it  really 
doesn’t  care  where  it  gets  them.  Banking  services  will 
be  provided,  but  maybe  not  by  banks,  unless  you  and 
your  clients  insist  that  the  laws  and  regulations  con¬ 
cerning  banks  are  modernized. 
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Remarks  of  Donald  R.  Johnson,  Director,  Trust  Examinations  Division,  before 
The  Fifty-Ninth  Assembly  for  Bank  Directors,  Phoenix,  Ariz.,  November  9,  1984 

“The  Surge  of  Change" 


I  am  honored  and  pleased  to  address  The  Fifty-Ninth 
Assembly  for  Bank  Directors  My  first  impression  of 
bank  directors  was  formed  35  years  or  so  ago  while  I 
was  employed  by  a  small  national  bank.  While  the 
remuneration  was  not  great,  the  support  of  the  Board 
of  Directors  for  schooling  and  training  was  outstand¬ 
ing  As  bank  directors  you  may  not  fully  realize  how 
important  it  is  that  you  provide  and  support  educa¬ 
tional  programs  for  your  bank  staff. 

Today  it  is  more  necessary  than  ever  that  you  under¬ 
stand  the  fiduciary  services  business  to  benefit  your 
bank  and  serve  the  needs  of  your  corporate  custom¬ 
ers,  business  associates,  friends  and  neighbors.  Per¬ 
haps  some  of  you  do  not  have  trust  departments  in 
your  bank  because  you  have  heard  that  they  are 
unprofitable,  and  that  there  is  considerable  risk  and 
liability  involved  in  providing  fiduciary  services  in 
some  instances.  This  is  true,  but  the  risks  and  liabilities 
can  be  minimized  by  utilizing  or  training  staff  compe¬ 
tent  in  fiduciary  activities  and  by  having  sound  policies 
and  procedures.  As  to  the  lack  of  profitability,  fiduciary 
activities  can  and  should  be  profitable  if  good  busi¬ 
ness  practices  are  applied. 

Nevertheless,  I  really  came  to  focus  your  attention  on 
the  "surge  of  change"  and  the  impact  it  is  having  upon 
the  regulator  and  our  industry.  We  are  living  in  a 
financial  world  we  could  scarcely  have  imagined  20, 
or  indeed,  10  years  ago.  Old  structures  are  crumbling 
and  new  blueprints  for  the  future  are  emerging.  I  have 
given  numerous  speeches  that  focused  on  increasing 
regulation  and  examination  procedures;  while  today 
the  emphasis  is  on  decreasing  the  scope  and  fre¬ 
quency  of  trust  examinations  and  deregulation  Let  me 
speak  of  some  matters  that  will  impact  you  from  a  trust 
regulatory  standpoint  and  then,  on  some  of  the  evolu¬ 
tionary  changes  taking  place  in  the  trust  and  financial 
services  marketplace  today 

Fiduciary  Powers — New  Policies 

Effective  last  April,  the  OCC  transferred  the  approval 
of  trust  power  applications  filed  by  established  banks 
and  nationally  chartered  trust  companies  from  Wash- 
ngfon  to  the  district  offices  The  new  approval  process 
eliminated  the  requirement  that  a  bank  file  a  formal 
sation  and  publish  notice  in  a  newspaper  A 
not  ‘icafion  procedure  has  been  substituted  for  the 
app  i cation  Mo  filing  fee  is  required,  but  a  $1,200  fee 


is  projected  beginning  in  1985.  The  approval  is  auto¬ 
matically  granted  30  days  after  the  OCC  receives  a 
letter  of  intent,  unless  the  bank  is  informed  otherwise. 

Human  and  Fiscal  Resource  Restrictions 

The  Comptroller  of  the  Currency  completed  the  re¬ 
organization  of  its  13  national  bank  regions  into  six 
Districts  with  23  field  offices  this  past  spring.  This  was 
done  to  be  more  responsive  to  the  industry  and  to 
provide  greater  use  of  declining  human  and  fiscal 
resources.  Within  the  last  2  years,  the  Office  has  also 
changed  its  philosophy  and  policy  in  regard  to  exami¬ 
nations  and  believes  it  can  better  utilize  staff  by 
training  most  examiners  in  all  disciplines — trust,  EDP, 
consumer  and  commercial  examining.  The  Office  has 
moved  toward  performing  consolidated  examinations 
and  cross-training  its  entire  field  staff. 

Our  examiners  and  examinations  are  currently  in  tran¬ 
sition  You  will  not  be  receiving  fiduciary  examinations 
as  frequently  nor  see  specialists  as  often.  Examina¬ 
tions  will  not  last  as  long  unless  you  have  a  problem 
bank  or  trust  department.  You  must  police  your  own 
house  more  extensively. 

Integration  of  Trust  and  Commercial  Activities 

Trust  bankers  today  are  too  overwhelmed  with  voices 
from  many  quarters  that  say  the  old  trust  department 
approach  was  stuffy  and  that  the  only  way  commercial 
banks  can  respond  to  a  changing  marketplace  is  by 
removing  themselves  from  providing  trust  services,  by 
spinning  or  selling  off  trust  operations,  or  by  upgrad¬ 
ing  the  department  and  products  so  that  they  match 
those  offered  by  competitors,  which  are  often  not 
banks.  Logically,  the  more  aggressive  trust  depart¬ 
ments  have  moved  to  meet  their  competition,  even 
though  it  has  caused  major  reorganizations  within  their 
ranks  and  scattered  services  that  were  traditionally 
performed  under  the  trust  structure  My  concern  at  the 
moment  is  how  does  this  impact  examination  pro¬ 
cesses  and  what  problems  arise7 

Examination  Procedures  and  Problems 

The  OCC  believes  that  trust  services  may  be  per¬ 
formed  in  any  department  of  the  bank  or  subsidiary 
Stock  transfer,  corporate  trust,  and  international  fidu¬ 
ciary  activities  have  long  been  performed  outside  the 
trust  department  Regardless  of  where  these  activities 
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are  offered,  they  are  subject  to  oversight  by  OCC 
examiners  and  should  be  included  in  your  Trust  De¬ 
partment  Annual  Report, 

From  an  examination  standpoint,  this  dispersal  of 
traditional  fiduciary  activities  does  cause  problems. 
First,  the  examiner  must  delineate  the  fiduciary  serv¬ 
ices  being  offered  and  location.  Second,  the  examiner 
must  examine  those  services  and  be  alert  to  possible 
conflicts  of  interest,  self-dealing,  Chinese  Wall  and 
other  problems  that  might  occur  if  the  services  are 
administered  by  those  with  less  than  a  full  understand¬ 
ing  of  statutory  and  regulatory  restrictions  against 
self-dealing.  Some  of  the  services  offered  may  be  new 
to  the  bank  and  staffed  by  outsiders  with  impressive 
track  records,  but  whose  only  focus  may  be  investing, 
profitability,  personal  advancement  and  compensa¬ 
tion.  Therefore,  the  examiner  needs  to  understand  all 
fiduciary  operations  in  order  to  evaluate  their  potential 
risks  to  the  bank  and  its  customers. 

You  might  ask  “Will  the  OCC  continue  to  utilize  trust 
specialists?’’  Senior  OCC  management  has  made  a 
commitment  to  have  a  well-trained  trust  examiner 
corps.  A  new  program  has  been  started  to  train 
national  bank  examiners  as  trust  specialists.  The  trust 
specialist  may  be  soon  taking  on  a  new  role.  This  role 
will  be  the  examination  of  all  fee-based  services, 
whether  they  are  fiduciary  or  not.  The  trend  of  the 
banking  industry  points  us  in  that  direction. 

Uninvested  Cash 

Technology  has  made  the  offering  of  fiduciary  serv¬ 
ices  more  efficient  and  has  played  a  major  part  in  the 
OCC’s  position  regarding  the  investment  of  trust  cash. 
It  became  obvious  in  the  mid-70’s  that  technology 
would  allow  trust  cash  to  be  invested  daily.  This  made 
it  clear  that  trust  departments  could  soon  invest  their 
daily  cash  at  a  return  comparable  to  that  received  by 
others  in  the  short-term  markets. 

We  felt  all  trustees  should  take  such  action,  particu¬ 
larly  when  they  operated  under  a  Prudent  Man  Law, 
unless  prohibited  by  local  law  or  the  governing  instru¬ 
ment.  The  examiners  were  informed  in  September 
1977  of  our  policies  and  the  public  in  November 
Policies  were  to  be  administered  as  a  guideline  and 
not  a  hard  and  inflexible  rule.  We  realized  that  it  would 
take  time  for  the  banks  to  acquire  the  systems  and  for 
us  to  convince  banks  it  was  the  prudent  thing  to  do, 
particularly  with  regard  to  income  cash. 

Regulation  9  was  amended  on  July  26,  1982  It  re¬ 
quired  every  national  bank  exercising  fiduciary  pow¬ 
ers  to  adopt  and  follow  written  policies  and  proce¬ 
dures  to  ensure  that  the  maximum  rate  of  return 


available  for  trust  quality  short-term  investments  is 
obtained  for  trust  funds  consistent  with  the  governing 
instrument  and  local  law  We  required  that  both  in¬ 
come  and  principal  cash  be  made  productive  within  1 
week  of  receipt  and  that  the  account  administrator  be 
able  to  support  the  decision  to  leave  it  uninvested  if 
the  examiner  requested. 

On  December  13,  1983,  the  OCC  issued  Banking 
Bulletin  83-57,  largely  to  eliminate  continued  abuse  by 
some  of  the  fiduciary  funds  by  retaining  them  in  the 
bank  at  low  rates  or  on  demand.  The  issuance  re¬ 
quired  retroactive  reimbursement  of  fiduciary  ac¬ 
counts  at  market  interest  rates  for  uninvested  income 
and  principal  cash  from  the  date  of  the  Regulation  in 
July  1982. 

The  intent  of  the  Banking  Bulletin  was  not  punitive  and 
it  did  not  require  that  all  uninvested  cash  be  invested 
in  money  market  mutual  funds  or  that  every  bank 
establish  a  daily  sweep  system.  It  was  designed  to 
give  notice  that  the  policy  would  be  enforced  and 
each  bank  would  be  looked  at  on  a  case-by-case 
basis  and  what  had  been  done  to  develop  and  imple¬ 
ment  procedures  to  invest  all  fiduciary  cash.  We  would 
not  second-guess  bankers  unless  it  was  obvious  there 
had  been  foot-dragging,  ineffective  or  no  policies,  or 
minimal  return  on  funds.  We  have  reviewed  numerous 
bank  counsel  opinions  that  they  have  no  duty  to  invest 
cash,  particularly  income  cash  under  state  law.  The 
OCC  will  continue  to  review  such  opinions  as  we  are 
attempting  to  apply  the  Regulation  with  an  even  hand 
and  an  open  mind.  Reimbursement  has  been  re¬ 
quested  and  made  by  both  large  and  small  banks, 
and  I  expect  there  will  be  others  as  examinations 
disclose  noncompliance. 

Strategic  Planning 

Deregulation  is  an  overused  word  but  it  has  had  a 
significant  impact  on  all  our  lives — both  corporate  and 
personal.  The  Comptroller  has  said  that  “The  world, 
the  marketplace  doesn't  stop  If  Congress  can’t  come 
up  with  a  banking  bill,  the  individual  states  and  the 
marketplace  will  go  ahead."  In  April  1983.  the  Comp¬ 
troller  of  the  Currency  imposed  a  moratorium  on 
deciding  charter  applications  for  nonbank  banks,  the 
moratorium  was  extended  twice  through  March  1984 
Last  May,  the  Comptroller  imposed  a  second  morato¬ 
rium  to  run  through  this  recent  session  of  Congress 
This  was  done  to  permit  Congress  the  necessary  time 
to  enact  broad-based  legislation  to  modernize  the 
legal  framework  for  expanded  financial  services 

Congress,  of  course,  has  now  adjourned  without  en¬ 
acting  changes  in  the  law  The  Comptroller,  on  Octo 
ber  15,  stated  that  nonbank  banks  are  clearly  legal 
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under  present  law  and  that  he  felt  compelled  to  begin 
deciding  the  pending  applications  for  nonbank  banks. 
In  mid-October,  he  had  332  nonbank  bank  applica¬ 
tions  on  file  and  stated  that  within  the  next  few  weeks, 
he  would  begin  deciding  the  applications  on  their 
merit  He  further  pointed  out  that  the  Federal  Reserve 
Board  would  need  to  act  on  most  of  them,  since  all  but 
one  of  the  applications  were  from  bank  holding  com¬ 
panies  Banks  are  continuing  to  lose  customers  to  the 
aggressive,  diversified  firms  such  as  Merrill-Lynch, 
Sears,  American  Express  and  a  large  number  of 
others. 

The  mission  statement  of  the  OCC  Strategic  Plan 
provides  that  "The  national  interest  requires  that  there 
be  a  safe  and  stable  financial  system  that  preserves 
public  confidence  and  makes  available  the  widest 
possible  variety  of  financial  services  in  a  competitive 
marketplace."  This  is  just  as  true  for  your  bank  and 
fiduciary  activities  as  it  is  for  the  OCC.  Those  of  you 
who  attend  national  or  state  trust  conferences  have 
the  opportunity  to  visit  with  vendors  pushing  more 
products  than  ever  before.  Those  vendors  are  willing, 
for  a  fee,  to  provide  you  with  the  means  to  compete, 
but  if  you  don't  lay  out  the  goals  you  wish  to  reach  and 
design  the  road  map  to  get  there,  it  can  be  expensive. 
It  means  the  integration  of  strategic  planning  and 
marketing,  and  marketing  has  to  be  clearly  defined 
and  not  confused  with  advertising  Marketing  means 
moving  goods  from  producer  to  consumer  and  not  just 
advertising.  It  begins  with  determining  what  consum¬ 
ers  need  and  want,  and  assessing  whether  the  prod¬ 
uct  can  be  sold  at  a  profit.  It  may  even  mean  segmen¬ 
tation  of  your  bank  or  devising  strategies  whether  the 
product  will  be  delivered  by  specialists  or  generalists. 
Regardless,  it  must  be  backed  by  a  strategic  plan. 
You  cannot  compete  effectively  for  very  long  without 
one 

Let  me  speak  about  a  few  of  the  services  now  being 
offered 

Personal  or  Private  Banking  The  key  feature  of  a 
personal  or  private  banking  program  is  offering  both 
personal  lending  and  comprehensive  investment/  fi¬ 
nancial  planning  skills  in  one  convenient  unit.  The 
customer  may  deal  with  just  one  bank  representative, 
such  as  a  financial  planner,  or  a  number  of  profession¬ 
als  located  in  one  office  Many  banks,  particularly  in 
fhe  larger  cities,  are  now  engaging  in  a  red  carpet 
service  along  these  lines  to  lure  the  financially  affluent 
The  wealthy  client  will  be  offered  a  large  line  of  credit, 
helped  //ith  taxes  and  bill  paying,  financial  planning, 
access  to  a  money  market  fund  and  discount  broker¬ 
age  and  the  usual  custodial,  trust  and  estate  services 
of  a  ban/  The  bank  may  even  become  a  business 
manager  to  wealthy  clients  Services  to  the  middle 


market  customer  are  developing  and  now  generally 
consist  of  advice  on  consumer  credit  and  various 
banking  services. 

This  trend  is  not  without  some  potential  problem  areas. 
Present  banking  regulations  and  securities  laws  must 
be  carefully  observed.  12  USC  92a  and  23  CFR  9 
mandate  the  separation  of  trust  and  commercial  serv¬ 
ices  of  a  bank  in  terms  of  assets,  pledges, 
recordkeeping  and  reporting.  Rule  10b-5  of  the  SEC 
requires  that  those  with  material  inside  information 
(such  as  contained  in  loan  files)  either  disclose  it  or 
abstain  from  trading  in  the  security.  There  are  also 
some  inherent  conflicts  in  providing  both  credit  and 
trust  services  to  the  same  bank  customers. 

Personal  or  Total  Financial  Planning:  This,  too,  has 
been  around  for  some  time  and  it  involves  financial 
planning  for  corporate  executives  with  the  company 
paying  for  the  services.  This  is  a  high  cost  item  and 
has  resulted  in  unwelcome  advice  regarding  stock 
bonus  plans  and  tax  matters.  Declining  benefit  pro¬ 
grams  of  companies  have  also  virtually  ensured  the 
lack  of  this  product's  profitability  over  the  past  four 
years.  Nevertheless,  even  though  the  success  in 
banks  has  been  uneven,  they  have  tried  to  jump  in  and 
provide  financial  planning  that  will  help  cross-sell 
other  bank  services  and  serve  as  an  adjunct  to  per¬ 
sonal  or  private  banking. 

Real  Estate  Brokerage  Activity:  Bank  trust  depart¬ 
ments  have  had  a  long  history  of  engaging  in  real 
estate  activities  for  their  fiduciary  clients.  Some  expan¬ 
sion  of  these  activities  has  now  taken  place.  12  USC 
92  prohibits  a  national  bank  from  acting  as  a  real 
estate  broker.  It  does  not  prohibit  real  estate  activities 
which  are  incidental  to  the  business  of  banking  It 
means  that  the  bank  can  locate,  analyze  or  make 
recommendations  about  real  estate,  but  cannot  par¬ 
ticipate  in  ensuing  negotiations  to  buy  or  sell  the 
property  in  question.  Nevertheless,  some  state  laws 
are  quite  lenient  as  to  the  bank’s  ability  to  provide  real 
estate  services.  For  example,  California  law  permits 
state  banks  to  provide  management  consultant  and 
real  estate  appraisal  services  for  a  fee.  It  also  provides 
for  limited  real  estate  development  activities.  Examin¬ 
ers  will  be  looking  for  opinions  concerning  the  bank’s 
authority  to  engage  in  real  estate  brokerage  and  other 
real  estate  activities  should  they  decide  to  do  so. 

Investment  Advisory  Activity  Two  clear  distinctions 
are  necessary — one  is  the  growing  use  by  banking 
organizations  of  affnliates  that  have  been  spun  out 
either  in  the  form  of  a  bank  or  holding  company 
operating  subsidiary  The  second  is  the  investment 
advisory  activities  of  bank  trust  departments  which 
service  non  fiduciary  customers  As  banks  expand 


this  product  line,  which  most  plan  to  do,  aggressive 
hostility  from  investment  counselors  and  brokerage 
houses  can  be  anticipated.  Nevertheless,  this  service 
supplements  the  offering  of  discount  brokerage  busi¬ 
ness  and  when  coupled  with  it,  provides  a  full  line  of 
retail  securities  brokerage  services. 

Insurance  Activities:  Permissible  insurance  activities 
for  banks  have  been  a  continuing  source  of  active 
debate.  We  all  have  followed  with  interest  what  has 
been  happening  in  the  state  legislatures,  particularly 
South  Dakota,  California  and  New  York,  which  permit 
state-chartered  banks  to  sell  life  insurance  as  well  as 
other  types  of  policies. 

Bankers  and  insurers,  traditionally  foes,  recently  met 
at  a  two-day  conference  in  New  York  to  discuss  ways 
they  could  become  partners.  Insurers  have  defended 
their  turf  vigorously,  litigating  and  lobbying  to  slow 
down  or  stop  banks  from  having  expanded  powers. 
Title  VI  of  the  Garn-St  Germain  Act  of  1982  amended 
Regulation  Y  of  the  Bank  Holding  Company  Act  to 
generally  prohibit  holding  companies  from  providing 
insurance  as  broker,  agent  or  principal. 

Partnerships  have  been  formed  between  banks  and 
insurers  in  which  the  bank  leases  space  to  insurers  for 
a  percentage  of  the  commissions.  The  Comptroller 
has  ruled  this  is  legal,  but  generally  regulators  have 
been  reluctant  to  permit  banks  to  assume  the  greater 
risks  that  are  associated  with  insurance. 

Last  summer  The  American  Banker  carried  the  results 
of  a  survey  that  said  consumers  sought  out  trust 
bankers  more  than  accountants,  stockbrokers  and 
insurance  agents  for  financial  advice.  According  to 
the  report,  people  in  all  income  categories  ranked 
insurance  agents  last  in  trustworthiness  in  providing 
financial  advice.  This  could  mean  trouble  for  the 
insurance  industry  and  provides  the  trust  industry  with 
a  strong  reason  to  pursue  insurance  activities  that 
offer  more  than  just  credit  life  and  accident/health 
insurance  policies  in  conjunction  with  credit  and 
loans.  This  is  a  service  worth  fighting  for  and  should 
be  part  of  your  strategic  plan. 

Discount  Brokerage:  The  Comptroller  of  the  Currency 
first  approved  discount  brokerage  activities  in  national 
banks  in  1 982.  A  recent  telephone  survey  that  covered 
500  national  banks  of  all  sizes  showed  that  53  percent 
of  those  surveyed  offered  discount  brokerage  serv¬ 
ices.  I  expect  that  by  year  end,  70  percent  of  national 
banks  will  offer  discount  brokerage  services.  Eighty 
percent  of  banks  surveyed  and  offering  the  service 
offer  it  through  a  department  of  the  bank,  with  bank 
trust  departments  and  holding  company  subsidiaries 
accounting  for  the  remainder. 


Almost  all  of  the  banks  surveyed  cross-sell  other  bank 
services  and  only  36  percent  require  brokerage  cus¬ 
tomers  to  have  another  banking  relationship  Only  13 
percent  of  those  surveyed  offer  margin  lending  in 
conjunction  with  their  discount  brokerage  activities.  AH 
banks  actively  solicit  discount  brokerage  business  it 
they  offer  the  service.  About  half  the  surveyed  banks 
which  offered  the  service  had  written,  board-approved 
policies  in  place  to  control  the  activity  Eighty-five 
percent  of  those  offering  discount  brokerage  services 
do  not  prepare  or  maintain  individual  customer  ac¬ 
count  records.  The  most  popular  discounters  were  1) 
National  Financial  Services  (Fidelity);  2)  Pershing  (a 
division  of  Donaldson,  Lufkin,  &  Jenrette);  and  3) 
Federated. 

At  this  stage,  it  is  difficult  to  determine  all  the  risks 
associated  with  discount  brokerage  activities  It  de¬ 
pends  upon  whether  the  program  is  properly  run  or 
not.  There  is  a  risk  of  customers  misusing  bank  funds 
or  bank  employees  incurring  liabilities  for  the  bank  by 
purposely  or  inadvertently  injuring  investors  Custom¬ 
ers  may  misuse  a  bank’s  discount  brokerage  facility 
when  bank  management  permits  them  to  pay  for 
securities  purchases  with  uncollected  funds.  Injury  to 
investors  may  result  from  late  or  incorrect  transmittal  of 
a  customer’s  order;  loss  of  customers'  funds  or  securi¬ 
ties  during  transmittal  or  delivery;  incorrect  or  in¬ 
adequate  investment  advice  provided  by  bank  em¬ 
ployee;  and  misleading  or  false  advertising. 

Margin  lending  is  another  obvious  risk  to  banks.  Credit 
decisions  about  margin  lending  should  be  made  by 
qualified  persons — not  by  marketing  specialists  or 
order  taking  clerks.  Control  of  collateral,  frequent 
market  valuations  and  maintenance  of  adequate  mar¬ 
gin  should  be  administered  by  properly  trained  per¬ 
sonnel  operating  under  strict  written  guidelines.  Ex¬ 
ceptions  to  margin  lending  policies  should  be  author¬ 
ized  only  by  senior  managers.  Internal  audit  coverage 
is  of  prime  importance,  as  is  the  adequacy  of  insur¬ 
ance  coverage  to  protect  against  losses  that  may 
arise  from  missing  customer  securities  or  funds 

A  bank  discounter  should  direct  employees  to  provide 
no  investment  advice  or  alternately,  to  act  in  a  manner 
that  is  consistent  with  Regulation  9  and  require  written 
trust  agreements  that  direct  their  actions  Your  atten¬ 
tion  is  also  directed  to  Trust  Banking  Circular  23 
(issued  October  4,  1983)  covering  the  execution  of 
transactions  for  trust  accounts  through  a  bank's  dis¬ 
count  brokerage  department  If  fiduciary  investments 
are  made  through  the  discount  brokerage,  it  must  be 
on  a  non-profit  basis  Exceptions  exist  for  cases  where 
specific  authority  to  effect  the  transactions  exist  in  the 
governing  instrument  or  local  law  Again,  you  need  to 
be  concerned  about  employee  benefit  accounts 
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which  fall  under  ERISA  and  may  cause  prohibited 
transactions 

The  Marketplace 

Customers  and  bankers  become  so  accustomed  to 
seeing  a  sign  that  says  “Trust  Department"  that  they 
take  for  granted  that  all  fiduciary  powers  must  be 
performed  in  a  separate  department.  This  has  never 
been  the  case  even  though  fiduciary  activities  were 
normally  grouped  together  for  convenience  and  be¬ 
cause  banks  wished  to  have  a  group  of  specialists 
handle  those  activities  since  many  of  them  were 
service-oriented  Today,  we  see  reorganizations  along 
functional  and  product  lines.  However,  one  must  re¬ 
member  that  fiduciary  activities  are  subject  to  Regula¬ 
tion  9  regardless  of  where  they  are  administered  in  the 
bank 

You  may  maintain  your  competitive  posture  by  de¬ 
fining  a  market  segment  that  has  adequate  prospects 
and  on  which  you  can  act  on  a  profitable  basis  with 
credibility.  You  have  to  position  yourself  and  develop 
product  lines  that  can  be  individually  managed  and 
sold  profitably.  You  must  sell  in  that  market  on  an 
intense  and  disciplined  basis  I  firmly  believe  that 
each  of  you  can  find  a  niche  in  the  marketplace  that 
needs  filling  It  may  be  that  you  may  need  a  major 
management  consultant  firm  to  assist  you,  work  with 
investment  counseling  firms,  move  into  joint  ventures 
with  other  professionals,  or  use  third  party  referral 
sources,  such  as  accountants,  attorneys,  insurance 
underwriters  or  corporate  business. 

You  must  find  competent  marketing  persons  by  estab¬ 
lishing  a  good  recruiting  organization  that  under¬ 
stands  marketing  and  can  provide  you  with  good 
salespersons.  You  also  need  to  develop  a  strong  sales 
ream  approach  with  a  sound  sales  manager  who  can 
create  a  positive  climate  and  work  environment.  Com¬ 
pensation  has  to  be  adequate,  as  does  the  sales 
ncentive  program  Cash  awards  can  be  utilized  for 
'rust  referrals  by  persons  within  your  own  organization, 
for  it  is  generally  recognized  that  amongst  the  retail 
customers  there  are  a  number  of  undeveloped  pros¬ 
pects  Seminars  can  be  held,  brochures  distributed, 
media  and  direct  advertising  utilized  and  direct  calling 
can  be  instituted  to  inform  of  your  services.  Much  can 
be  done  by  an  organization  that  has  a  strategic  plan 
and  the  will  fo  be  competitive 

'echnology  should  be  used  to  its  fullest  to  both 
provide  and  sell  your  services  to  the  public  Technol¬ 
og/  s  bringing  home  banking  and  allowing  you  to 
, //eep  c  jstomers  balances  info  both  money  market 
4  j'  dc  ms  de  and  outside  the  bank  Machines  are 
'ig  brick  and  mortar  branches  and  technology 


will  continue  to  be  ever  of  more  importance  in  meeting 
competition  and  servicing  your  customers. 

The  Future 

Trust  departments  may  lose  their  old  identity,  but  this 
does  not  mean  your  trust  staff  is  any  less  professional 
than  when  it  was  sitting  behind  a  desk  in  a  separate 
area  marked  "Trust  Department."  Both  your  future  and 
mine  will  be  affected  by  what  is  decided  by  Congress 
or  the  courts,  but  that  has  always  been  so  and  we 
have  a  government  that  can  be  affected  by  the  will  of 
the  people.  Make  it  known  to  your  Congressional 
representatives  that  you  want  to  be  able  to  compete 
on  a  level  playing  field  and  that  they  should  vote  your 
interests — not  their  own. 

I  feel  that  banks  will  continue  to  innovate  so  that  they 
can  more  effectively  provide  competitive  services  at  a 
profit  Innovation  is  often  encouraged  by  regulation 
and  financial  institutions  will  continue  to  find  ways  to 
bypass  or  go  through  loopholes  in  the  regulation  to 
enter  new  ventures.  Obviously,  holding  companies  will 
continue  to  establish  nonbank  banks  in  order  to  ex¬ 
pand  nationwide,  unless  Congress  decides  otherwise. 
Banks  will  continue  to  spin-off  investment  depart¬ 
ments  into  separate  trust  companies  or  affiliates  so 
they  can  better  serve  a  nationwide  market  in  competi¬ 
tion  with  mutual  funds. 

Banks  will  work  even  more  effectively  with  mutual 
funds  to  provide  vehicles  for  IRAs,  Keogh,  and  simpli¬ 
fied  employee  pension  accounts.  Besides  the  serv¬ 
ices  discussed  earlier,  banks  will  move  more  exten¬ 
sively  into  investment  advisory  activities,  limited  part¬ 
nership  tax  shelter  syndications,  mutual  fund  activi¬ 
ties,  closely  held  companies  services,  tax  advice  and 
preparation,  and  probably  commodity  brokerage.  In- 
house  barriers  will  continue  to  crumble  and  be  dis¬ 
mantled.  This  will  avoid  duplication  of  services  and 
through  cross-training,  both  trust  and  commercial 
bank  officers  will  have  lending  duties.  There  will  be 
more  emphasis  on  strategic  planning  and  even  in  trust 
departments  that  remain  separate,  there  will  be  con¬ 
tinued  pressure  from  senior  management  to  show 
more  profitability  than  in  the  past.  Trust  cost  account¬ 
ing  systems  will  become  a  necessity  in  order  to 
determine  the  costs  and  profitability  of  new  services. 
This  may  cause  even  more  "farming  out"  of  the 
investment  aspects  of  the  financial  services  offered  by 
regional  banks.  Trust  departments  are  being  brought 
back  into  the  mainstream  of  the  bank. 

As  bank  directors,  you  must  be  able  to  lead  your  bank 
during  this  time  of  dramatic  changes  You  must  have 
the  wisdom  of  Solomon  You  must  not  only  cope  with 
and  plan  for  deregulation  and  increased  competition, 


but  you  must  identify  markets,  products,  and  services 
in  order  to  compete  effectively.  You  must  also  under¬ 
stand  and  be  able  to  operate  under  intense  regulation 
from  various  areas  besides  the  bank  regulatory  agen¬ 
cies.  You  must  also  accept  a  certain  amount  of  per¬ 
sonal  liability  risk,  such  as  civil  money  penalties  and 
possible  criminal  penalties  should  your  bank  fail.  You 
must  also  have  expertise  in  many  areas,  such  as 
strategic  planning,  controls,  financial  services,  selec¬ 
tion  of  management,  informational  systems  and  bank¬ 
ing  law.  In  other  words,  you  must  be  able  to  under¬ 
stand  and  manage  the  evolution  in  banking. 

This  banking  evolution  means  that  the  board  of  direc¬ 
tors  is  more  important  than  ever,  and  that  it  will  provide 
you  with  more  opportunity  to  decide  the  product  mix 
and  services.  It  will  also  raise  the  temptation  to  be  first 
with  a  new  product  or  services  or  to  be  the  largest  or 
best  known.  You  must  take  the  time  to  read  and  digest 
reports  before  meetings  and  to  attend  all  regular  and 


special  meetings,  including  committee  meetings  You 
must  maintain  personal  and  professional  banking  re¬ 
lationships  with  competitors  You  must  assist  your 
bank  in  developing  a  strategic  plan,  developing  an 
organizational  structure  to  achieve  the  plan,  and  en¬ 
suring  the  bank  has  a  good  management  information 
system.  Therefore,  the  bank  director's  job  is  a  difficult 
one,  and  the  need  is  great  for  high  caliber  persons 
with  the  educational  background,  business  experi¬ 
ence  and  interest  not  only  to  guide  their  banks  through 
their  current  economic  difficulties,  but  also  to  ap¬ 
proach  the  future  on  a  sound  and  competitive  basis 

Thus,  the  changing  financial  environment  perhaps 
gives  directors  a  greater  challenge  than  ever  before  in 
history,  and  I  am  sure  you  will  continue  to  respond  in 
a  highly  professional  manner.  The  future  is  there  to  be 
conquered  by  those  who  plan  well  and  act  resource¬ 
fully.  The  future  is  in  your  hands. 


Remarks  by  C.  T.  Conover,  Comptroller  of  the  Currency,  before  the  National 
Council  of  Savings  Institutions,  San  Diego,  Calif.,  December  4,  1984 

“Three  Ways  to  Sunday:  A  Success  Strategy  for  Thrifts’’ 


It  is  a  pleasure  to  be  here  today.  I  believe  we  share  a 
common  goal — seeing  the  financial  services  market¬ 
place  become  more  competitive  and  less  restrained 
by  unnecessary  government  intervention.  When  that 
happens,  we  will  have  stronger  institutions  better  able 
to  meet  the  needs  of  a  growing  economy. 

The  financial  services  marketplace  must  be  open  to 
fair  competition  and  supported  by  a  new  legal  frame¬ 
work.  That  legal  framework  should  permit  all  financial 
service  holding  companies  to  own  depository  institu¬ 
tions,  insurance  companies,  securities  firms,  and  real 
estate  and  finance  companies.  It’s  not  enough  for  this 
vehicle  to  be  available  to  unitary  thrift  holding  compa¬ 
nies  and  conglomerates  like  Sears  and  American 
Express;  it  must  be  available  to  all  financial  services 
providers.  In  addition,  this  new  legal  framework  must 
gradually  break  down  existing  geographic  barriers  so 
that  the  American  public  can  receive  the  full  benefits 
of  increased  competition  At  the  same  time,  partici¬ 
pants  in  this  free  market  must  maintain  the  full  confi¬ 
dence  of  customers. 

Today  I’d  like  talk  about  what  thrifts  must  do  to  be 
strong  and  able  to  compete  in  this  free  market.  I've 
entitled  my  remarks,  "Three  Ways  to  Sunday  A  Suc¬ 
cess  Strategy  for  Thrifts.”  The  three  points  I  want  to 


stress  are  the  need  to  diversify,  to  be  prudent,  and  to 
inspire  marketplace  confidence. 

The  success  strategy  depends  on  actions  you  must 
take,  but  it  also  depends  on  actions  Congress  must 
take.  As  you  will  see,  relaxation  of  product  and  geo¬ 
graphic  restrictions  is  crucial.  It  is  the  only  way  that 
depository  institutions  will  remain  viable. 

Need  To  Diversify 

First,  I'd  like  to  talk  about  the  need  to  diversify  The  old 
adage  of  not  putting  all  your  eggs  in  one  basket 
remains  true  today.  The  thrift  or  bank  that  diversifies 
can  reduce  its  risk;  become  less  subject  to  cyclical 
economic  trends  affecting  specific  industries  or  lines 
of  business;  and  as  a  result  become  a  stronger 
institution.  Through  the  process  of  diversification 
banks  and  thrifts  should  be  able  to  find  new  sources  of 
fee  income  and  minimize  expenses  by  offering  more 
products  through  their  existing  delivery  systems 

You  can  see  the  benefits  of  diversification  by  compar¬ 
ing  the  return  on  assets  (ROA)  of  thrifts  with  that  of 
commercial  banks  From  1978  through  1983,  the 
2,800  commercial  banks  that  could  meet  the  portfolio 
test  of  Garn-St  Germain  have  consistently  had  more 
stable  earnings  and  outperformed  the  thrift  industry  In 
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tact  their  average  ROA  exceeded  that  of  thrifts  each 
year,  over  the  6  years  the  average  was  15  times 
higher  Clearly  the  ability  to  diversify  pays  off 

Of  course,  like  anything  else,  diversification  requires  a 
strategy  Many  companies  have  found  out  the  hard 
way  that  unchanneled  diversification  can  be  a  losing 
proposition  So  you  should  build  upon  the  inherent 
strengths  of  your  institution,  while,  at  the  same  time, 
offering  the  new  products  and  services  that  most 
appeal  to  your  existing  customer  base.  It's  when  you 
deviate  too  far  from  the  central  skills  of  your  organiza¬ 
tion  or  the  desires  of  your  customers  that  you  can  run 
into  trouble  So  enter  new  businesses  slowly  and 
deliberately  That  way  you  can  maintain  stability  while 
adapting  to  a  changing  environment. 

Smaller  institutions  or  those  that  do  not  have  the 
inclination  to  develop  products  and  services  should 
consider  the  possibility  of  selling  a  product  line  devel¬ 
oped  by  some  other  financial  services  provider — a 
wholesaler  if  you  will.  In  this  way,  every  depository 
institution  will  still  be  able  to  serve  its  customers’ 
needs. 

Insurance,  real  estate,  and  securities  are  the  related 
services  most  used  by  the  public  and  the  ones  they 
will  increasingly  demand  from  their  financial  institu¬ 
tions  That  is  why  Congress  should  provide  all  deposi¬ 
tory  institutions  with  the  ability  to  offer  these  products. 
Only  then  can  they  diversify  their  risks  and  meet 
changing  market  demands.  Let’s  examine  how  of¬ 
fering  these  products  and  services  can  help  you. 

Why  Offer  Insurance? 

We  ll  begin  by  looking  at  the  insurance  business. 
Insurance  brokerage  would  complement  your  other 
financial  service  offerings  while  generating  a  good 
profit  It  doesn't  require  a  large  capital  investment  and 
it  won't  substantially  increase  your  overhead 

In  addition,  we  know  that  many  consumers  under¬ 
stand  and  accept  buying  insurance  from  a  depository 
institution  The  longstanding  Savings  Bank  Life  Insur¬ 
ance  Program  in  the  Northeast  has  demonstrated  that 
point  In  fact,  in  1982,  that  program  accounted  for 
nearly  1  8  million  policies  with  a  face  value  of  $13  7 
billion 

Consumer  acceptance  of  buying  insurance  from  a 
depository  institution  was  also  shown  in  a  1982  Fed¬ 
eral  Home  Loan  Bank  Board  survey  of  more  than 
3  000  households  In  this  survey  consumers  ranked 
Obtaining  insurance  products  from  their  main  financial 
r.sfit  jtion  as  being  more  important  than  ATMs,  credit 
cards  telephone  bill  paying,  trust  services,  debit 


cards,  stock  brokerage  services,  home  insurance, 
and  even  free  toasters. 

What  can  make  insurance  especially  attractive  is  the 
fact  that  you  have  some  real  competitive  advantages 
First,  you  have  frequent  contact  with  a  ready  customer 
base.  Insurance  agents  have  to  knock  on  doors. 
Second,  your  branch  distribution  system  is  cheaper 
than  a  network  of  agents.  You  already  have  the  space, 
office  equipment,  and,  in  many  cases,  the  right  people 
to  offer  these  services.  And  third,  you  have  some 
important  marketing  advantages.  The  need  for  insur¬ 
ance  often  coincides  with  a  normal  bank  transaction, 
like  obtaining  a  mortgage  or  a  car  loan,  or  opening  an 
account  under  the  Uniform  Gift  to  Minors  Act.  Further¬ 
more,  your  customers  already  have  an  account  at  your 
institution;  the  insurance  products  you  would  market 
would  benefit  from  this  built-in  relationship  recognition 
and  trust. 

These  advantages  will  translate  to  lower  prices  for 
your  customers.  By  conservative  estimates,  distribu¬ 
tion  costs  would  be  reduced,  on  average,  from  25 
cents  of  every  premium  dollar  to  1 5  cents.  As  a  result, 
a  consumer  would  save  $50  a  year  on  a  $500  auto 
policy  premium. 

Why  Enter  Real  Estate? 

Real  estate  is  another  excellent  area  for  expansion  by 
depository  institutions.  By  combining  several  closely 
related  services  under  one  roof,  operating  costs  can 
be  reduced  substantially.  Real  estate  development 
with  some  limitation,  brokerage,  and  financing  could 
easily  be  handled  within  one  organization.  Of  course  it 
would  require  developing  some  new  skills  in  your 
institution,  but  the  result  would  be  lower  costs  and 
added  convenience  for  consumers  and  additional  fee 
income  for  you. 

In  addition,  providing  real  estate  brokerage  services 
would  establish  your  presence  at  the  point  of  sale  of 
your  customer's  home.  You  would  be  there  to  provide 
the  mortgage,  insurance,  and  other  bank  products 
and  services. 

Why  Enter  the  Securities  Business? 

Securities  brokerage  is  another  important  area  for 
financial  institutions.  For  the  past  2  years,  depository 
institutions  have  offered  discount  brokerage  to  their 
customers.  And  for  the  past  year,  some  have  also 
provided  investment  advisory  services  These  serv¬ 
ices  have  been  widely  used  by  consumers 

But  an  important  segment  of  the  market  needs  more 
comprehensive  securities  services,  such  as  invest¬ 
ment  advice,  mutual  funds  management,  and  invest¬ 
ment  management  This  role  would  be  a  logical  exten¬ 
sion  of  the  services  already  provided  by  depository 
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institutions  and  would  be  a  valuable  service  to  their 
customers. 

Enter  New  Businesses  Prudently 

But  diversification  alone  will  not  assure  the  strength  of 
your  institution.  In  the  process  of  offering  new  prod¬ 
ucts  and  services,  you  must  enter  these  businesses 
prudently.  Don't  test  new  waters  with  both  feet.  It’s 
better  to  stick  a  toe  in  first.  If  the  water  feels  fine, 
proceed.  But  if  it  doesn’t,  end  the  experiment  quickly. 
For  instance,  thrifts  have  the  power  to  make  com¬ 
mercial  loans,  the  total  of  which  cannot  exceed  a 
certain  percentage  of  their  assets.  So,  find  the  areas  of 
commercial  lending  you  can  enter  safety — areas  that 
naturally  complement  your  current  business  and 
which  will  allow  you  to  use  the  inherent  strengths  of 
your  existing  franchise.  Then  proceed  cautiously,  be¬ 
cause  the  best  results  come  by  taking  one  manage¬ 
able  step  at  a  time. 

There  are  some  very  important  reasons  for  prudent 
action.  If  you  proceed  with  these  new  activities  im¬ 
prudently,  you  will  face  the  ire  of  your  customers,  the 
marketplace,  and  your  regulators.  As  a  result,  you  may 
experience  a  weakened  deposit  base,  a  loss  in  market 
position,  and  a  lot  of  governmental  interference  in  your 
operations.  The  bottom  line  is  that  imprudence  doesn't 
make  good  business  sense. 

Prudence  is  also  needed  in  dealing  with  the  pressing 
problem  of  mortgage  financing.  The  adjustable  rate 
mortgage  was  supposed  to  help  you  share  some  of 
the  interest  rate  burden  with  borrowers  in  a  way  that 
they  would  find  acceptable.  But  the  aggressive  mar¬ 
keting  of  these  ARM  products  in  many  cases  has 
merely  switched  the  interest  rate  risk  of  a  fixed  rate 
loan  for  a  credit  risk  of  an  ARM. 

There  are  a  couple  of  things  that  you  can  do  to 
alleviate  this  problem.  First,  in  making  ARM  loans  be 
careful  to  use  realistic  qualifying  standards  forjudging 
borrowers’  creditworthiness.  Don’t  qualify  borrowers 
based  on  a  lower  than  market  rate — that  is  just  inviting 
disaster.  Take  into  account  the  possibility  that  interest 
rates  will  rise. 

Second,  make  sure  your  customers  understand  the 
program  completely  when  they  inquire  about  the  loan, 
certainly  before  they  sign  the  loan  application.  You 
should  also  provide  the  borrower  with  full  disclosure  of 
the  impact  of  increases  on  monthly  payments  very 
early  in  the  process.  Don't  wait  until  the  closing  to 
provide  this  information.  And  after  you  make  the  loan, 
you  must  provide  high  quality  service.  There’s  more  to 
do  than  just  process  payments.  Customers  need  to  be 
provided  information  on  each  interest  rate  change  for 
the  life  of  the  loan.  Also,  remember  there  will  continue 


to  be  a  market  for  fixed  rate  loans  If  you  don't  provide 
them,  your  competition  will  Fixed  rate  mortgages  can 
be  pooled  and  sold  as  mortgage  backed  securities  or 
they  can  be  safely  funded  with  deposit  agreements 
with  pension  fund  managers. 

Inspire  Marketplace  Confidence 

Besides  offering  the  products  and  services  your  cus¬ 
tomers  want  and  being  prudent  in  the  process  of 
moving  into  these  new  lines  of  business,  there  is  one 
other  very  important  goal  you  should  strive  to  achieve 
You  have  to  inspire  marketplace  confidence  in  your 
institution. 

Remember  that  net  worth  certificates  may  have  been 
necessary  to  respond  to  a  crisis,  but  they  cannot  be 
regarded  as  a  permanent  solution  to  the  problems 
faced  by  your  industry.  A  viable  thrift  industry  requires 
a  stronger  capital  position;  only  then  will  you  maintain 
confidence  in  your  institution  and  avoid  government 
interference  in  its  operations. 

In  the  long  run,  having  different  capital  requirements 
for  banks  and  thrifts  is  ludicrous.  With  the  passage  of 
Garn-St  Germain,  thrifts  gained  most  of  the  powers  of 
a  commercial  bank  and  therefore  should  be  subject  to 
the  same  capital  requirements,  at  least  if  they  use 
these  powers.  Otherwise,  you  will  be  perceived  as  the 
weak  link  in  the  marketplace,  unable  to  withstand 
economic  fluctuations,  and  more  susceptible  to  fail¬ 
ure.  This  will  certainly  destroy  confidence  in  your 
institution. 

The  use  of  realistic  accounting  practices  is  another 
important  tool  in  maintaining  market  confidence.  If  you 
use  unrealistic  accounting  practices  in  your  reports  to 
disguise  the  condition  of  your  institution,  it  will  under¬ 
mine  the  intent  of  disclosure  and  will  result  in  weak¬ 
ened  confidence  in  your  institution. 

High  quality  management  is  another  key  factor  for 
inspiring  marketplace  confidence.  That  not  only  re¬ 
quires  good  people,  but  also  well  developed  and  well 
tested  systems.  These  managers  must  pay  careful 
attention  to  internal  controls  and  credit  risk  analysis 
They  must  make  sure  that  asset  mix  and  liquidity  is 
consistent  with  funding  sources 

Disclosure  is  another  important  tool  for  inspiring  mar¬ 
ketplace  confidence.  It  provides  you  with  the  op¬ 
portunity  to  let  market  participants  know  that  you  are 
doing  all  the  other  things  I  have  mentioned  When  the 
market  knows  the  condition  of  your  institution,  it  is  not 
likely  to  react  to  unsubstantiated  rumors  that  could 
otherwise  severely  damage  your  franchise  Further¬ 
more,  disclosure  promotes  prudent  practices  and 
results  in  quicker  corrective  actions  Of  course,  ad¬ 
ditional  disclosure  requirements  can  be  phased  in 


gradually,  so  as  to  minimize  any  adverse  effect  on  the 
industry 

Conclusion 

Diversify,  be  prudent  and  inspire  confidence.  When 
you  are  doing  all  of  these  things,  the  result  will  be  a 


thrift  industry  that  is  profitable,  meeting  the  needs  of 
the  consumer,  and  has  the  respect  and  confidence  of 
the  marketplace.  Then  your  new  products  will  be 
successful;  you  will  keep  the  loyalty  of  your  customers; 
and  you  will  be  assured  of  strong  sustained  growth  for 
the  future. 


Remarks  by  C.  T.  Conover,  Comptroller  of  the  Currency,  before  the  California 
CPA  Foundation  for  Education  and  Research,  Pebble  Beach,  Calif., 

January  14,  1985 

“Lay  It  on  the  Line:  Purpose  of  the  External  Audit" 


I  welcome  the  opportunity  to  join  you  today.  It’s 
important  to  keep  the  communication  lines  open  be¬ 
tween  regulators  and  CPAs  and  to  improve  our  work¬ 
ing  relationship.  I  hope  that  my  remarks  this  morning 
will  serve  to  foster  such  communication. 

It's  no  secret  that  the  banking  business  is  changing 
rapidly.  Many  of  those  changes  are  creating  new 
opportunities  for  CPAs.  The  word  "opportunities" 
should  get  your  attention.  Be  aware,  though,  that 
along  with  these  opportunities  come  responsibilities. 
That's  what  I  d  like  to  talk  about  today.  I’ve  entitled  my 
speech,  "Lay  It  On  the  Line:  Purpose  of  the  External 
Audit." 

My  message  today  will  cover  three  basic  areas: 

•  Why  banks  benefit  from  external  audits. 

•  How  regulatory  initiatives  will  be  used  to  pro¬ 
mote  their  use 

•  What  responsibilities  grow  out  of  a  larger  in¬ 
volvement. 

Banks  Benefit  From  External  Audits 

Banks  and  the  users  of  banks'  financial  statements 
can  derive  numerous  benefits  from  the  services  of¬ 
fered  by  CPAs  As  members  of  this  profession  you  are 
/veil  aware  of  the  benefits  provided  by  external  audits 
1  would  like  to  discuss  several  specific  benefits  that 
the  OCC  believes  are  important  products  of  CPA 
audits. 

m  today  s  environment,  it  is  absolutely  essential  that 
strong  and  effective  internal  controls  be  in  place  This 
//as  highlighted  dramatically  in  the  collapse  of  Conti¬ 
nental  Illinois  You  are  experts  in  the  area  of  internal 
controls  and  you  have  the  opportunity  to  review  many 
different  systems  Banks  can  use  your  assistance  in 
developing  strong  systems  of  controls  and  in  testing 


them  periodically.  You  can  provide  that  extremely 
valuable  service  to  the  industry. 

Helping  banks  to  deal  with  the  mechanics  of  change  is 
another  valuable  service  you  can  provide  to  the  indus¬ 
try.  As  banks  engage  in  new  activities  and  offer  new 
products  as  a  result  of  deregulation,  they  will  need 
specialized  assistance  in  dealing  with  complex  ac¬ 
counting  issues,  systems  development  and  modifica¬ 
tion,  and  operational  changes.  You  have  experience  in 
many  of  these  new  areas. 

Audited  financial  statements  provide  far  more  detailed 
and  accurate  information  than  do  unaudited  state¬ 
ments.  I  am  a  strong  proponent  of  the  types  of 
disclosures  found  in  audited  financial  statements,  and 
believe  that  all  shareholders,  depositors,  analysts  and 
the  public  in  general  should  have  access  to  this  level 
of  information.  Access  to  audited  financial  statements 
to  analyze  a  bank’s  condition  and  make  informed 
decisions  would  result  in  more  effective  market  disci¬ 
pline. 

The  OCC  continually  stresses  the  increasingly  difficult 
responsibilities  of  bank  directors.  Accepting  a  direc¬ 
torship  is  no  longer  an  honorary,  fee-generating  prop¬ 
osition — it  involves  a  great  deal  of  responsibility  and 
potential  liability.  Directors  can  look  to  CPAs  to  pro¬ 
vide  assurance  that  they  are  adequately  informed 
about  the  condition  of  the  bank. 

Regulatory  Initiatives  To  Promote  Their  Use 

The  OCC  no  longer  has  the  resources  to  act  as 
business  consultants  to  banks,  nor  do  we  have  the 
resources  to  examine  every  bank  annually,  particularly 
with  the  increased  number  of  problem  banks  Never¬ 
theless,  we  still  believe  that  an  annual  review  by  an 
independent  third  party  is  very  important,  because  the 
condition  of  an  institution  can  change  rapidly  in 
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today's  environment.  External  audits  are  a  good  way 
to  achieve  that  annual  independent  review.  The  inde¬ 
pendent  audit  complements  the  examination  process, 
but  certainly  does  not  replace  it. 

Most  national  banks  realize  the  importance  of  an 
independent  audit.  Based  on  data  compiled  in  1983, 
we  found  that  approximately  91  percent  of  national 
banks  with  more  than  $100  million  in  assets  and 
approximately  55  percent  of  all  national  banks  with 
less  than  $100  million  in  assets  had  opinion  audits  at 
either  the  bank  or  consolidated  holding  company 
level.  For  national  banks  under  $100  million,  an  ad¬ 
ditional  28  percent  used  other  CPA  services,  primarily 
directors'  exams.  It  should  be  noted  that  audit  cover¬ 
age  varied  significantly  by  region.  In  the  San 
Francisco  region,  for  example,  approximately  68  per¬ 
cent  of  all  national  banks  under  $100  million  and  95 
percent  of  those  over  this  asset  threshold  had  opinion 
audits  at  either  the  bank  or  consolidated  holding 
company  level. 

We  plan  to  take  three  important  actions  to  increase 
this  already  high  level  of  external  audit  coverage.  First, 
we  will  begin  requiring  audits  of  newly  chartered 
banks  that  are  not  subsidiaries  of  audited  holding 
companies.  We  are  targeting  new  banks  because  they 
experience  a  higher  degree  of  risk.  In  addition,  new 
banks  can  benefit  most  from  CPAs’  expertise  in  help¬ 
ing  to  develop  systems  of  internal  controls  and  man¬ 
agement  information.  We  are  considering  requiring 
opinion  (“full-scope")  audits  on  an  annual  basis,  with 
the  audit  date  to  be  any  month-end  coinciding  with  the 
end  of  a  calendar  quarter. 

Second,  we  will  selectively  require  audits  of  problem 
banks.  An  audit  requirement  will  be  imposed  on 
problem  banks  when  conditions  exist  that  could  actu¬ 
ally  be  improved  by  an  audit  and  when  an  audit  would 
directly  benefit  the  bank.  Such  conditions  might  in¬ 
clude  poor  internal  controls,  lack  of  an  internal  audit 
function,  insider  abuse,  an  uninformed  directorate, 
falsification  of  Call  Reports,  and  issuance  of  mislead¬ 
ing  reports  to  shareholders. 

Finally,  we  will  be  undertaking  a  concerted  jawboning 
or  moral  suasion  effort  to  encourage  all  national  banks 
to  obtain  an  opinion  audit.  This  jawboning  effort  is 
likely  to  take  the  form  of  comments  in  reports  of 
examination  and  issuances  to  boards  of  directors  and 
bank  management  stressing  our  policy  in  this  area. 

For  your  part,  these  initiatives  offer  you  a  significant 
opportunity  to  actively  market  your  services  to  national 
banks.  I  encourage  you  to  pursue  this  opportunity 


Responsibilities  Grow 

In  accepting  engagements  with  banks,  your  respon¬ 
sibilities  are  many  Banking  is  a  very  visible  industry, 
one  that  almost  every  citizen  of  this  country  has  a 
stake  in.  The  public  looks  to  CPAs,  as  competent 
professionals,  to  do  their  part  to  promote  the  safety 
and  soundness  of  the  banking  system.  Therefore, 
allow  me  to  touch  on  a  few  specific  areas  for  which 
your  clients’  shareholders  and  depositors,  the  public, 
and  the  regulators  will  hold  you  responsible 


As  I  said  earlier,  strong  internal  controls  are  essential 
I  recognize  that  it  may  be  less  time  consuming  to 
review  transactions  than  to  perform  detailed  testing  of 
internal  controls.  Nevertheless,  the  public  and  the 
regulators  are  relying  on  you  to  determine  that  ad¬ 
equate  and  functional  internal  controls  are  in  place 


When  you  have  issued  an  unqualified  opinion  on  the 
financial  statements  of  a  bank  client,  you,  along  with 
bank  management,  take  responsibility  for  the  ad¬ 
equacy  of  the  allowance  for  possible  loan  losses 
Assessing  the  adequacy  of  the  allowance  is  a  difficult, 
imprecise  process,  and  one  that  involves  a  great  deal 
of  judgment.  The  OCC  recognizes  this.  I  would  like  to 
share  with  you  some  of  our  observations  regarding 
this  process. 


The  allowance  for  possible  loan  losses  is  always  an 
estimate,  but  it  should  be  based  on  a  thorough  review 
of  the  portfolio,  not  on  past  trends  or  ratios.  Audit 
workpapers  should  contain  evidence  of  your  portfolio 
review,  and  should  support  the  conclusion  that  the 
allowance  ultimately  recorded  was  adequate 


Furthermore,  the  allowance  should  be  provided  in  the 
period  in  which  the  problems  become  apparent,  not 
just  when  directed  by  examiners  The  OCC  will  be 
requiring  restatement  of  prior  periods’  Call  Reports 
when  it  is  clear  to  us  that  provisions  have  not  been 
made  on  a  timely  basis. 


Then,  too,  a  borrower's  ability  to  repay  should  be 
assessed  as  well  as  collateral  values.  In  reviewing 
collateral,  it  is  no  longer  possible  to  rely  solely  on 
appraisals  to  support  values.  The  independence  of 
the  individual  performing  the  appraisal,  the  reasona¬ 
bleness  of  assumptions  used,  and  verification  of  the 
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underlying  data  used  in  the  appraisal  should  be 
considered  The  energy  situation  pointed  out  that 
collateral  values  can  evaporate  very  rapidly 

We  are  seeing  an  increasing  number  of  "creative" 
transactions  driven  by  the  need  for  capital.  Banks  are 
entering  into  bizarre  transactions  that  reduce  assets  or 
create  gains,  yet  have  no  economic  substance  We 
seek  your  help  to  get  beyond  the  form  of  these 
transactions,  and  determine  that  they  are  properly 
accounted  for  on  the  basis  of  substance  You  can 
ensure  that  the  nature  of  the  transactions,  their  risk, 
and  contingent  liabilities  associated  with  them  have 
been  adequately  disclosed  in  the  financial  statements. 

The  OCC  encourages  your  profession  to  be  upfront 
and  united  on  issues  such  as  capitalization  and  ac¬ 
crual  of  interest,  sale  of  assets,  and  others.  We  en¬ 


courage  you  to  address  emerging  issues  early,  com¬ 
municate  your  conclusions  clearly  and  explicitly,  and 
apply  practices  and  standards  consistently  across  the 
profession  If  you  endorse  reasonable  industry  prac¬ 
tices  and  GAAP  standards,  regulators  are  likely  to 
accept  such  positions.  This  will  avoid  placing  banks  in 
the  difficult  position  of  having  to  comply  with  two  sets 
of  standards — one  set  for  GAAP  and  another  for 
regulatory  purposes. 

Conclusion 

These,  then,  are  the  opportunities  and  responsibilities 
that  I  see  for  your  profession  in  the  dynamic  banking 
environment.  It’s  a  time  rich  with  challenge  and  re¬ 
wards,  but  also  a  time  in  which  great  damage  can  be 
leveled  to  your  profession  if  your  responsibilities  are 
not  taken  seriously. 
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Enforcement  Actions — July  I  to  December  31 ,  1984 


Topic 


Actions 


Topic 


Actions 


Affiliate  transactions 

Allowance  for 
possible  loan 
losses 


Appraisals 

Asset/liability 

management 


Banking  Circular  1 15 
Banking  Circular  181 
Brokered  deposits 


Budget/financial  plan 


Business/strategic 

plan 


Call  reports, 
republish 

Capita!  plan 


AA198,  210,  231,  249,  254,  281,  282,  288, 
353 

AA177,  178,  180,  181,  186,  188,  190,  191, 
192,  193,  194,  195,  196,  197,  198,  199, 
201,  202,  203,  207,  209,  210,  211,  212, 

213,  214,  215,  216,  217,  218,  219,  220, 
221,  222,  223,  224,  225,  227,  228,  230, 
231,  232,  234,  235,  236,  239,  240,  241, 
243,  245,  246,  247,  248,  249,  250,  251, 
252,  254,  255,  256,  257,  258,  259,  260, 
261,  262,  264,  265,  266,  267,  269,  270, 
271,  272,  273,  274,  276,  277,  278,  281, 
282,  283,  284,  287,  288,  289,  290,  292, 

294,  295,  296,  297,  299,  300,  301 ,  302, 
303,  304,  305,  307,  308,  309,  310,  311, 
312,  313,  315,  316,  317,  318,  319,  321, 
322,  324,  325,  326,  327,  328,  329,  330, 
331,  332,  333,  335,  336,  337,  338,  339, 
340,  341,  342,  343,  344,  345,  346,  347, 
348,  350,  351,  352,  355,  358,  359,  360, 
361,  362,  363,  364 

AA301 ,  319 

AA177,  178,  179,  181,  182,  184,  185,  186, 

187,  188,  190,  191,  192,  193,  194,  195, 
196,  197,  200,  201,  203,  209,  210,  211, 
212,  213,  214.  216,  218,  220,  221,  223, 
230,  234,  236,  237,  239,  242,  243,  247, 
249,  250,  251,  253,  254,  255,  256,  257, 
259,  262,  263,  264,  265,  266,  267,  269, 
271,  273,  274,  281,  282,  285,  286,  288, 
289,  290,  292,  294,  295,  296,  298,  299, 
301,  304,  305,  307,  308,  309,  310,  311, 
312,  315,  317,  318,  319,  320,  322,  323, 
324,  325,  326,  327,  329,  330,  331,  332, 
333,  334,  335,  336,  337,  339,  340,  341, 
344,  345,  347,  348,  351,  352,  353,  355, 
358,  360,  362,  364 

AA232,  247,  256,  353 
AA180,  210,  222,  228,  248,  256,  342 
AA178,  179,  180,  186,  188,  190,  197,  198, 
199,  200,  201,  202,  203,  205,  206,  207, 
208,  209,  210,  211,  213,  214,  215,  216, 
217,  218,  219,  221,  222,  223,  224,  225, 
228,  231,  232,  234,  243,  248,  254,  255, 
256,  258,  259,  262,  263,  276,  277,  278, 
280,  281,  283,  284,  315,  349,  365,  367 
AA181,  182,  183,  184,  185,  192,  195,  227, 
228,  230,  232,  242,  243,  251,  252,  255, 
256,  264,  265,  266,  267,  273,  290,  294, 

295,  296,  304,  305,  307,  310,  320,  321, 

322,  323,  326,  327,  329,  332,  344,  347, 
348.  352,  353 

AA177,  178,  188,  192,  193,  200,  205,  211, 

214,  217,  227,  228,  232,  235,  242,  246, 
247,  248,  251,  258,  263,  272,  274,  280, 
284,  288,  290,  303,  310,  315,  321,  322, 

323,  327,  334,  338,  341,  348,  353,  364 
AA178,  186,  188,  200,  226,  228  229,  232, 
238,  250,  254,  282,  294,  303,  317,  318, 
320,  324,  336 

AA177,  179,  180,  182,  183,  184,  185,  186, 

188,  190,  191,  192,  193,  194,  195,  197, 
198,  199,  200,  201,  202,  203,  205,  206 
207,  208,  209,  211,  212,  213,  214,  215, 
216,  217,  218,  219,  220,  221,  222,  223, 
224.  225,  230,  231,  232,  234,  235,  236, 
237,  239.  240,  242,  243,  244,  245,  246, 
247,  249,  250,  253,  254  255,  256,  257, 


Change  in  control 

Charge-offs 

Classified 

assets/loans 


Collateral 

documentation 


Collection 
Compliance 
committee 
Concentrations  of 
credit 

Conflicts  of  interest 


Consumer 

compliance 

program 


Credit  information 


258,  259,  260,  263  264  265  266  267 
271,  273,  277,  278  279,  280  281  283 
284,  286,  287,  288,  289,  292.  293  294 
295,  296,  298,  299,  300,  301,  302,  304 

305,  307,  308,  309,  311,  314  315  316 
317,  318,  319,  322,  323,  325  326  327 
329,  330,  331,  332.  333,  334  335  337 
340,  342,  343,  344,  346,  349  350,  352 

353,  354,  355,  358,  359,  362,  365,  368 
AA228,  ARI  3,  4 

AA257,  329 

AA177,  178,  179,  180,  181,  182.  183.  184 
185,  186,  187,  188,  190,  191.  192  193 
194,  195,  196,  197,  198,  199  200  201 

202,  203,  205,  207,  209,  210  21 1  212 
213,  214,  215,  216.  217,  218,  219,  220 
221,  222,  223,  224,  225,  227,  228,  230 
231,  232,  234.  236.  237,  239,  240,  241 
242,  243,  245,  246,  247,  248,  249,  250 
251,  252,  253,  255,  256,  257,  258,  259 
260,  261,  262,  264,  265.  266,  267  269 

270,  271,  272,  273,  274,  276,  277,  278 
281,  282,  283,  284,  285,  286.  287,  288 
289,  290,  291,  292,  294  295,  296,  297 
298,  299,  300,  301  302,  303,  304  305 
307,  308,  309,  310,  311,  312,  313,  314 
315,  316,  317,  318,  319,  321,  322,  323 
324,  325,  326,  327,  328  329  330,  331 
333,  334,  335,  336,  337,  338  339,  340 

342,  343,  344,  345,  346,  348,  350,  351 
352,  354,  355,  359,  360,  361,  362.  364 
365 

AA178,  180,  181,  186,  188  190.  191,  196. 
197,  201,  209,  210,  212.  213.  214,  215 
216,  217.  218,  219,  221,  222,  225  232 
246,  247,  251,  260,  267,  270  271.  272 
273,  274.  277,  286,  288,  290.  292  294 
295,  297,  298,  303.  304.  305,  307,  308 
309,  310.  311,  315.  316  327.  328  330 
331,  332.  333,  334,  336,  337,  340.  350 
351,  355,  361,  362 
See  Delinquent  loans/collections 
AA277,  278 

AA177,  181,  192,  214,  223.  225.  228  234 
248,  251,  255,  269,  271  287  300  301 
322,  324,  325,  335,  344,  348  352 
AA180.  188,  198,  206  217.  220.  222,  227 
228,  230,  231,  237,  241,  242,  254  255 
256,  270,  281,  282,  287,  288,  294  301 

306,  308,  316,  322,  328  339  341.  351 

354,  361 

AA177,  179,  181,  187,  188,  190  192,  196 
197,  200.  201,  208,  209  214  225  227 
230,  232,  243,  247,  248,  249,  253  255 
261. 266  269,  273,  284  286  288  295 
297.  301.  305,  308.  310  313  315,  316 
321,  322,  323,  324  327,  331  333,  339 

343,  348  352,  355 

AA177,  178,  180,  181,  186,  188  190  191, 
192,  193,  194,  196  197  200  201  202 

203,  206,  209,  210,  212,  213,  214  215 

216,  217,  218,  219.  220,  221.  222  223 

224,  225,  227,  228,  230,  232,  236  245 

246,  247,  250  251  253  254  255  256 

259,  260,  262,  263,  265,  267  269  270 

271,  272,  273,  274  276  277  278  282 

284  285.  286  287  288  289  290  292 
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Actions 


Topic 


Actions 


Credit  life  insurance 
Delinquent 

loans;  collection 


Directors 
Directors'  fees 
Dividends 


Electronic  data 
processing 
deficiencies 
Expenses 
External  audits 
Indemnification 
Insider  transactions 

Internal  audit/controls 


Investment  policy 


Liquidity 


Loan  policy 


oan  review 


294  295  297  298  300  301  302  303 

304  305  307  309  310  311  314  315, 

316  317  318  321  323  324  325,327 

328  330  331  332  333  334  335,  336 

337,  338  340  344  346  347,  348  350, 

351  352,  354  356  360  361  362  364 

AA188 

AA177  184  186  188  192  196  197  198, 

212.  213.  217,  220  225,  230,  231  232, 

234  237  239,  240,  243,  245  255,  259 

261  262,  265,  266  267  273  277  278  Management 

281  282.  283.  286.  288.  290.  292,  299 

301  302,  304,  309.  314  315.  319,  321, 

322  323,  324,  326.  329,  330,  331,  332, 

333,  334  336.  337.  343  344,  346,  348 

352,  358  362,  364 
AA301 
AA281,  295 

AA179  180  182,  183  184  185  186,  188 
193,  195,  198  199,  201,  202  203,  207, 

209,  212,  213,  214,  215,  218.  219  221, 

222,  224  225,  230,  231  232  234,  235, 

243.  250,  255  256,  257  259,  263,  264 

266,  271  276,  278.  280  281  284  286 

287,  300.  301,  306.  314,  316  318  319 

327.  344.  354,  358 

AA180,  222  249,  253,  270  272  285,  295, 

310,311,348  Management 

consultant 


261,  262  263.  265.  266,  267  269  270 
271,  272,  273  276,  278,  281,  283.  284 
285.  286  287,  288,  289  290  292  294 
295.  296  298  300.  301.  302.  303  305, 
307,308,309.310,311  312,314,315 
316.  317,  318,  319.  320,  322,  323,  324 
325,  327,  328,  329,  330,  331,  332  333. 
334,  335.  336,  337,  339,  340  342,  343, 
344,  346,  347,  348.  354  355  356,  358 
360  361,  362,  363 

AA178,  180.  181.  185,  186,  188  190  191 


192. 

193, 

194 

195,  196, 

197,  198.  200 

206, 

207, 

209, 

210,  211, 

212.  213,  214 

215, 

216. 

217, 

219,  220 

221.  222,  223. 

225, 

227. 

228, 

230.  231. 

232,  236,  237, 

238, 

240, 

241, 

243,  245, 

246,  247,  248, 

249. 

250, 

251, 

254,  255, 

256,  259  260, 

261. 

263, 

264 

265,  269, 

270,  271.  272 

273. 

276, 

277. 

279,  280, 

281  282,  283 

284, 

288, 

289. 

290,  291, 

292.  296,  297 

298, 

300, 

301, 

302,  303, 

304.  306,  307 

308, 

309, 

311, 

312,  313, 

315,  317,  318 

321, 

322, 

324, 

325.  327, 

328,  329,  330 

331, 

332. 

334, 

336.  337, 

338,  340,  341 

342. 

343. 

344, 

346,  347, 

348,  349,  352 

353, 

354, 

355, 

356,  358, 

360,  361,  362 

363, 

364 

AA286,  314.  316,  319.  336 


AA206.  256 

AA186  188,  220  228  247  256 
AA186,  201,  260 

AA186  205,  210  220  223  242  256,  258 
288,  306,  356 

AA177,  186  188,  194  195  196  199  200, 
208,  214  220,  223,  225,  227  228,  230, 
239  241  242,  243,  245  246.  247,  248 
249,  250,  251,  255,  256  257,  258  261, 
270,  271.  272,  273,  276.  278,  281  282, 
283,  284  286  288.  290  294,  295,  296, 
297,  299,  301,  302,  303,  305,  308,  309 
310.  315,  316.  317,  318,  320.  321  322, 
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Civil  Money  Penalties 

4.  Bank  with  assets  of  $25  to  $50  million 

An  examination  disclosed  three  violations  of  12  USC 
84  which  resulted  in  significant  loss  to  the  bank.  The 
bank's  president  participated  in  these  violations  either 
by  authorizing  certain  letters  of  credit  or  approving 
certain  loans  made  in  excess  of  the  bank’s  lending 
limit.  After  the  examination,  the  bank  was  declared 
insolvent.  The  cited  violations  of  12  USC  84  contrib¬ 
uted  to  the  insolvency. 

A  Civil  Money  Penalty  of  $50,000  was  assessed 
against  the  bank's  president.  However,  because  he 
entered  into  an  agreement  with  the  OCC  in  which  he 
agreed  not  to  serve  as  a  director,  officer,  or  employee 
or  participate  in  the  affairs  of  any  federally  insured 
financial  institution  without  the  prior  written  consent  of 
the  appropriate  regulator,  the  Comptroller  suspended 
a  portion  of  the  assessed  penalty. 

5.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  repeated  violations  of  12 
USC  375a,  375(b)  and  violations  of  12  CFR  215.  These 
violations  were  primarily  a  result  of  negligent  super¬ 
vision  by  both  present  and  former  directors  of  the 
bank.  Civil  Money  Penalties  were  deemed  appropriate 
in  light  of  the  bank's  historical  inability  to  comply  with 
these  regulations,  the  fact  that  the  violations  involved 
extension  of  credit  to  insiders  and  the  fact  that  previ¬ 
ous  supervisory  efforts  were  ineffective  in  curtailing 
these  violations. 

Civil  Money  Penalties  of  $1,000  were  assessed 
against  each  director  of  the  bank.  In  addition,  a  civil 
money  penalty  of  $1,500  was  assessed  against  the 
president  of  the  bank. 

6.  Bank  with  assets  of  $25  to  $50  million 

Examination  of  the  bank  revealed  a  violation  of  1 2  USC 
84.  This  was  a  repeat  violation  and  involved  a  loss  to 
the  bank.  The  line  of  credit  at  issue  was  administered 
by  the  bank’s  vice  president. 

A  Civil  Money  Penalty  of  $1,500  was  assessed 
against  the  bank’s  vice  president  who  administered 
the  excessive  line  of  credit.  This  assessment  took  into 
consideration  the  prompt  actions  taken  by  the  bank's 
board  of  directors  and  management,  including  the 
vice  president,  to  correct  the  violation. 

7.  Bank  with  assets  of  $50  to  $100  million 

An  examination  disclosed  that  two  officers/directors 
were  crediting  bank  funds  to  their  checking  accounts 
before  obtaining  financing  at  a  correspondent  bank  or 


repaying  the  bank  from  personal  funds  No  interest 
had  been  paid  on  these  advances  and  the  borrowings 
at  the  correspondent  bank  were  not  reported  to  the 
board,  all  in  violation  of  12  USC  375a  and  375b.  and 
12  CFR  215.  Upon  discovery  of  the  practices,  all 
missing  interest  and  fees  were  repaid  to  the  bank  and 
no  loss  was  suffered  by  the  institution 

A  Civil  Money  Penalty  of  $7,600  was  assessed 
against  each  of  the  individuals.  In  addition,  a  removal 
action  against  each  of  the  individuals  was  success¬ 
fully  prosecuted. 

8.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  that  as  part  of  a  scheme  to 
form  a  holding  company  for  the  bank  and  sell  holding 
company  stock  to  the  public,  seven  directors  of  the 
bank  authorized  loans  to  various  nominee  borrowers 
who  used  the  money  to  purchase  substantial  amounts 
of  the  stock  being  offered  to  the  public,  thereby 
supporting  the  offering  price.  Part  of  the  arrangement 
for  many  borrowers  was  an  agreement  to  repurchase 
the  stock  after  a  year  without  loss  to  the  borrowers 
Combining  these  loans  as  being  made  for  a  common 
purpose  and  in  a  common  enterprise  created  a  viola¬ 
tion  of  12  USC  84  The  bank  lost  over  $1  million  in  this 
scheme. 

Civil  Money  Penalties  were  assessed  against  seven 
individual  former  directors  of  the  bank.  One  action  was 
concluded  in  1984  by  the  payment  of  a  $1 ,500  penalty 
by  one  director  who  was  not  a  ringleader  in  the 
scheme. 

9.  Bank  with  assets  of  $25  to  $50  million 

Examination  of  the  bank  revealed  a  violation  of  1 2  USC 
84  involving  significant  loss  to  the  bank.  The  bank  had 
a  history  of  lending  limit  violations.  The  proceeds  of 
the  illegal  loans  were  received  by  related  interests  of 
the  bank’s  president,  who  concealed  this  part  from  the 
other  board  members. 

A  Civil  Money  Penalty  of  $10,000  was  assessed 
against  the  bank’s  president.  This  assessment  took 
into  consideration  the  insider  nature  of  the  violation, 
the  gain  to  the  president,  and  the  resulting  loss  to  the 
bank.  Also  taken  into  account  were  the  previous 
lending  limit  violations  discovered  at  the  bank  and  the 
president’s  efforts  to  conceal  the  true  facts  of  the 
situation,  including  his  control  of  the  various  borrow¬ 
ers. 

10.  Bank  with  assets  of  $25  to  $50  million 

An  examination  of  the  bank  revealed  a  violation  of  12 
USC  84  from  which  the  bank  suffered  a  substantial 
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loss  This  violation  was  a  recurrent  one  and  occurred 
despite  the  fact  that  the  board  had  previously  been 
instructed  to  adopt  and  implement  policies  and  pro- 
ceaures  designed  to  prevent  violations  of  12  USC  84 

A  Civil  Money  Penalty  of  $5,000  was  assessed  against 
the  bank’s  president  for  his  role  in  the  extension  of 
credit  cited  in  violation  of  12  USC  84 

1 1 .  Bank  with  assets  of  less  than  $25  million 

Substantial  losses  were  incurred  on  a  line  of  credit 
cited  in  violation  of  12  USC  84  at  three  consecutive 
examinations  in  1982,  1983,  and  1984 

A  Civil  Money  Penalty  of  $5,000  each  was  assessed 
against  eight  directors  as  recovery  for  loan  losses. 

12.  Bank  with  assets  of  less  than  $25  million 

Substantial  losses  resulted  from  the  bank’s  advances 
to  the  interests  of  a  single  individual  in  violation  of  12 
USC  84  The  bank's  primary  shareholder  and  director 
was  aware  of  these  advances  and  received  personal 
gain  from  the  recipient.  The  violation  occurred  for  a 
34-day  period 

A  Civil  Money  Penalty  in  the  amount  of  $10,000  was 
assessed  against  the  bank’s  primary  shareholder  and 
director  In  addition,  the  individual  was  not  to  engage 
in  the  business  of  banking. 

13.  Bank  with  assets  of  less  than  $25  million 

The  bank  had  been  the  subject  of  administrative 
actions  since  1977  and  was  cited  in  the  most  recent 
examination  report  for  noncompliance  with  an  out¬ 
standing  Cease  and  Desist  Order.  Violations  of  law  (12 
USC  29,  375(a)  and  (b),  84)  were  repeated  and/or  left 
uncorrected. 

Civil  Money  Penalties  were  assessed  against  the 
chairman  of  the  board  and  president  in  addition  to  the 
remaining  ten  members  of  the  board  of  directors. 
Eight  of  the  directors  stipulated  to  civil  money  penalty 
assessments  of  $2,500  each;  two  directors  stipulated 
to  assessments  of  $3,500  each,  and  the  chairman  of 
the  board  and  president  stipulated  to  an  $8,000 
assessment 

Administrative  Actions 

177  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  insider  transactions  involving 
woiations  of  12  USC  84  and  other  violations  of  law 
Management  of  the  bank  was  weak  and  a  significant 
amount  of  the  bank's  assets  were  criticized  The 
oar  k  s  lending  policy  was  insufficient  and  the  bank 


had  no  loan  review  system  The  allowance  for  possible 
loan  losses  was  not  being  reviewed  for  adequacy  in  a 
satisfactory  manner,  and  current  and  satisfactory 
credit  information  had  not  been  obtained  for  many 
loans.  No  policy  governing  nonaccrual  loans  existed, 
and  collection  efforts  needed  strengthening.  Undue 
concentrations  of  credit  were  a  problem  and  the  bank 
needed  a  funds  management  policy.  A  capital  plan 
was  needed  and  the  bank  had  no  business  plan 
looking  to  future  profitability.  The  investment  policy 
needed  revision  The  bank  also  lacked  a  written  audit 
program  and  a  consumer  compliance  program. 

An  Agreement  required  the  bank  to  immediately  cor¬ 
rect  all  violations  of  12  USC  84  and  other  violations  of 
law  and  establish  procedures  to  prevent  their  recur¬ 
rence.  A  program  was  required  to  address  the  prob¬ 
lems  underlying  the  bank’s  criticized  assets  and  a  new 
loan  review  system  and  revised  lending  policy  were  to 
be  adopted.  Periodic  reviews  of  the  allowance  for 
possible  loan  losses  were  to  be  undertaken  using 
established  factors  to  analyze  risks  in  the  loan  port¬ 
folio.  Current  and  satisfactory  credit  information  was  to 
be  obtained  in  each  case  where  lacking  and  a  nonac¬ 
crual  loan  policy  was  to  be  created.  Collection  efforts 
were  to  be  strengthened  and  undue  concentrations  of 
loans  eliminated.  A  funds  management  policy  was 
required  along  with  a  capital  plan  and  a  business  plan 
for  the  future.  The  bank  was  required  to  revise  its 
investment  policy,  adopt  a  written  audit  program,  and 
establish  a  consumer  compliance  program. 

178.  Bank  with  assets  of  $100  to  $500  million 

An  examination  of  the  bank  revealed  significant  de¬ 
terioration  in  asset  quality,  increased  liquidity  con¬ 
cerns,  and  substantial  loan  losses  since  the  previous 
examination.  Inadequate  management  of  the  lending 
and  funds  management  areas  were  noted.  The  bank 
lacked  an  adequate  internal  loan  review  program  and 
needed  to  address  nonaccrual  loans.  The  allowance 
for  possible  loan  losses  was  not  maintained  at  an 
adequate  level  and  the  bank's  liquidity  was  marginal. 
The  practice  of  temporarily  inflating  certain  balance 
sheet  totals  on  call  report  dates  was  discovered,  and 
the  bank  was  cited  for  a  violation  of  1 2  USC  161.  The 
bank  was  also  cited  for  a  violation  of  law  for  “window 
dressing”  its  liability  structure  in  published  reports  of 
condition. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
complete  a  written  study  of  its  management  and 
staffing  needs.  The  Order  further  required  the  bank  to 
develop  written  programs  to  improve  the  quality  of 
each  criticized  asset,  as  well  as  obtain  current  and 
satisfactory  credit  and  collateral  information  on  loans 
that  lacked  it  The  bank  was  also  required  to  imple- 


merit  an  effective  internal  loan  review  program  as  well 
as  policies  and  procedures  for  the  supervision  and 
control  of  nonaccrual  loans.  A  program  for  maintaining 
an  adequate  allowance  for  possible  loan  losses;  a 
revised  liquidity,  asset  and  liabnty  management  policy 
and  monthly  liquidity  review;  and  a  3-year  strategic 
plan  were  all  required.  The  bank  was  further  required 
to  formulate  a  policy  on  the  use  of  brokered  deposits 
and  a  plan  to  reduce  the  bank’s  reliance  on  such 
deposits.  The  bank  was  also  restricted  from  engaging 
in  the  practice  of  temporarily  window  dressing  bal¬ 
ance  sheet  totals  and  was  required  to  publish  a 
statement  explaining  previous  reports  that  contained 
the  temporary  inflation  and  realignment  of  account 
totals.  Correction  of  all  other  violations  of  law  was  also 
required. 

179.  Bank  with  assets  of  less  than  $25  million 

An  examination  disclosed  a  significant  deterioration  in 
asset  quality  resulting  from  the  high  concentration  of 
classified  credits  in  the  bank's  loan  portfolio.  Delin¬ 
quencies  and  nonaccrual  loans  had  risen  to  un¬ 
acceptable  levels.  Earnings  had  declined  due  to  in¬ 
creased  provisions  to  the  allowance  for  possible  loan 
losses.  Funds  management  needed  a  written  policy. 
Several  violations  of  consumer  law  were  disclosed. 

An  Agreement  required  the  bank  to  take  immediate 
action  to  protect  its  interests  with  regard  to  criticized 
assets  and  adopt  a  written  funds  management  policy. 
A  profit  plan  to  improve  and  sustain  earnings  was 
required.  The  Agreement  called  for  a  capital  plan  to 
maintain  primary  capital  at  a  predetermined  level  and 
restricted  the  payment  of  dividends.  A  written  con¬ 
sumer  compliance  program  was  to  be  developed  to 
ensure  compliance  with  consumer  laws. 

180.  Bank  with  assets  of  $25  to  $50  million 

An  examination  of  the  bank  revealed  a  continuing 
deterioration  in  the  bank's  overall  condition.  The  bank 
was  in  noncompliance  with  a  portion  of  a  Memoran¬ 
dum  of  Understanding  it  had  entered  into  with  the 
Comptroller  of  the  Currency.  The  bank  also  had  an 
excessive  level  of  criticized  assets  due  to  ineffective 
loan  supervision.  Violations  of  law  were  numerous  and 
some  had  been  previously  cited.  Lending  policies  and 
the  loan  review  system  were  in  need  of  revision. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
complete  a  written  study  of  its  management  and 
staffing  needs.  The  Order  further  required  the  bank  to 
(1)  develop  written  programs  to  improve  the  quality  of 
each  criticized  asset  and  obtain  current  and  satisfac¬ 
tory  credit  information  on  loans  that  lacked  it;  (2)  revise 
or  develop  its  lending  policy,  loan  review  system, 
nonaccrual  loan  policy,  and  conflict  of  interest  policy; 


(3)  cease  purchasing  loan  participations  unless  they 
were  consistent  with  Banking  Circular  181 ,  (4)  correct 
all  violations  of  law,  internal  control  deficiencies,  and 
electronic  data  processing  deficiencies  and  develop 
specific  procedures  to  prevent  further  deficiencies.  (5) 
seek  approval  before  declaring  a  dividend,  (6)  notify 
the  Deputy  Comptroller  when  brokered  deposits 
reached  a  specified  level;  and  (7)  collect  all  overdraft 
charges  owed  by  the  bank  president 

181.  Bank  with  assets  of  $50  to  $100  million 

An  examination  revealed  that  significant  asset  deterio¬ 
ration  and  an  inadequate  problem  loan  identification 
system  were  major  problems  facing  the  institution 
Classified  assets  had  increased  significantly,  primarily 
as  a  result  of  poor  lending  supervision  Earnings  had 
been  adversely  affected  by  loan  losses  and  additional 
provisions  to  the  allowance  for  possible  loan  losses 
were  required  as  a  result  of  the  examination.  The 
bank’s  problem  loan  identification  and  loan  loss  re¬ 
view  systems  needed  improvement.  Numerous  viola¬ 
tions  of  law  were  cited  and  the  bank  was  operating 
without  sufficient  policies,  written  procedures,  and  a 
formal  budget. 

An  Agreement  required  the  bank  to:  (1)  conduct  a 
study  of  management  and  structure  within  the  lending 
function;  (2)  implement  procedures  to  ensure  that 
monies  are  not  lent  in  excess  of  lending  limits  or  in 
violation  of  12  USC  375(b);  (3)  correct  all  violations  of 
law  and  develop  procedures  to  prevent  their  recur¬ 
rence;  (4)  adopt  a  written  plan  to  eliminate  the  basis  of 
criticism  for  criticized  assets  of  more  than  $100,000, 
(5)  restrict  lending  to  criticized  borrowers;  (6)  revise 
and  implement  a  problem  loan  identification  system, 
(7)  review  and  document  the  adequacy  of  the  allow¬ 
ance  for  possible  loan  losses  at  least  quarterly;  (8) 
revise  the  bank's  written  loan  policy;  (9)  adopt  a 
written  concentrations  of  credit  policy;  (10)  obtain 
current/satisfactory  credit  and  collateral  information 
for  all  loans  requiring  it;  (11)  prepare  a  budget  annu¬ 
ally  and  prepare  quarterly  comparisons;  (12)  revise 
the  bank’s  funds  management  policy;  and  (13)  de¬ 
velop  and  implement  a  consumer  compliance  pro¬ 
gram  to  ensure  conformance  with  applicable  con¬ 
sumer  protection  laws,  rules,  and  regulations. 

182.  Bank  with  assets  of  $50  to  $100  million 

Inadequate  supervision  by  management  and  the 
board  of  directors  had  led  to  poor  earnings,  caused 
by  high  overhead  expenses,  shrinking  net  interest 
margins  and  increased  loan  loss  provisions;  an  in¬ 
adequate  capital  base;  poor  funds  management  prac¬ 
tices;  a  high  level  of  criticized  assets;  and  inadequate 
lending  and  other  real  estate  owned  policies 


61 


An  Agreement  was  entered  into  which  covered:  (1) 
maintenance  of  a  predetermined  primary  capita!  ratio 
and  development  of  a  written  capital  plan:  (2)  dividend 
restrictions.  (3)  development  of  a  written  profit  plan 
and  a  formal  budgeting  process;  (4)  adoption  of  a 
written  funds  management  policy  to  allow  a  coordi¬ 
nated  asset/hability  management  strategy;  (5)  devel¬ 
opment  of  written  programs  to  eliminate  criticized 
assets.  (6)  prohibition  of  new  credit  to  any  criticized 
borrower  unless  failure  to  do  so  would  be  detrimental 
to  the  bank.  (7)  establishment  of  an  independent  loan 
review  system.  (8)  revision  of  the  loan  policy;  (9) 
adoption  of  a  policy  to  ensure  proper  management  of 
other  real  estate  owned,  (10)  correction  of  violation  of 
law;  and  (11)  periodic  reporting  to  the  Comptroller  on 
compliance  with  the  document. 

183.  Bank  with  assets  of  $50  to  $100  million 

Recent  examinations  disclosed  a  high  level  of  classi¬ 
fied  assets,  poor  earnings  and  an  inadequate  capital 
base  Earnings  performance  was  hampered  by  heavy 
provisions  for  loan  losses,  a  burdensome  level  of 
nonearning  assets,  and  high  overhead  costs.  Capital 
was  considered  inadequate  despite  capital  injections 
from  the  bank’s  holding  company.  A  high  level  of 
criticized  assets  was  centered  in  loans  and  other  real 
estate  owned. 

An  Agreement  was  entered  into  which  covered:  (1) 
maintenance  of  a  predetermined  primary  capital  to 
total  assets  ratio  and  development  of  a  written  capital 
plan;  (2)  dividend  restrictions;  (3)  development  of  a 
written  profit  plan  and  formal  budgeting  process;  (4) 
development  of  written  programs  to  eliminate  criti¬ 
cized  assets;  (5)  prohibition  of  new  credit  to  any 
criticized  borrower  unless  failure  to  do  so  would  be 
detrimental  to  the  bank;  and  (6)  periodic  reporting  to 
the  Comptroller  on  compliance  with  the  document. 

184.  Bank  with  assets  of  $100  to  $500  million 

A  recent  examination  disclosed  criticized  assets  in¬ 
creasing  to  an  unacceptable  level.  The  absence  of  an 
independent  loan  review  function  and  weaknesses  in 
the  collection  of  delinquent  loans  were  observed  A 
high  level  of  nonearning  assets,  narrowing  interest 
margins,  and  high  overhead  associated  with  the 
bank's  extensive  branch  network  had  resulted  in  an 
unprofitable  year  Steady  asset  growth  and  poor  earn¬ 
ings  had  made  the  capital  base  inadequate.  The 
absence  of  a  formalized  funds  management  function 
had  a  detrimental  impact  on  earnings 

An  Agreement  required  the  bank  to  maintain  a  pre¬ 
determined  primary  capital  to  total  assets  ratio  and  to 
develop  a  written  capital  plan  The  Agreement  also 
c a  ed  for  ( 1 )  dividend  restrictions,  (2)  development  of 


a  written  profit  plan  and  a  formal  budgeting  process; 
(3)  adoption  of  a  written  funds  management  policy  to 
allow  for  a  coordinated  asset/liability  management 
strategy;  (4)  development  of  written  programs  to  elimi¬ 
nate  criticized  assets;  (5)  prohibition  of  new  credit  to 
any  criticized  borrower  unless  failure  to  do  so  would 
be  detrimental  to  the  bank;  (6)  establishment  of  better 
procedures  for  control  and  collection  of  delinquent 
loans;  and  (7)  establishment  of  an  independent  loan 
review  system. 

185.  Bank  with  assets  of  $50  to  $100  million 

Inadequate  supervision  by  management  and  the 
board  of  directors  had  resulted  in  negative  earnings 
over  the  past  3  years  and  inadequate  capital,  poor 
asset  quality,  and  inadequate  funds  management. 
The  excessive  volume  of  nonperforming  assets  had 
resulted  in  narrowed  interest  margins.  Substantial 
noninterest  expenses  were  incurred  due  to  an  exten¬ 
sive  branching  system  and  losses  on  loans  and  other 
real  estate  owned  also  had  contributed  to  very  low 
earnings.  Despite  capital  contributions,  capital  re¬ 
mained  inadequate  to  support  present  operations. 

An  Agreement  required  the  maintenance  of  a  pre¬ 
determined  primary  capital  to  total  assets  ratio  and  the 
development  of  a  written  capital  plan.  The  Agreement 
also  required:  (1)  dividend  restrictions;  (2)  develop¬ 
ment  of  a  written  profit  plan  and  a  formal  budgeting 
process;  (3)  revision  of  the  bank's  funds  management 
policies  and  practices;  (4)  development  of  written 
programs  to  eliminate  criticized  assets;  (5)  prohibition 
of  new  credit  to  any  criticized  borrower  unless  failure 
to  do  so  would  be  detrimental  to  the  bank;  and  (6)  an 
analysis  of  the  bank’s  management  needs  (especially 
in  the  loan  area)  to  ensure  qualified  individuals  are  in 
place  to  perform  present  and  anticipated  duties. 

186.  Bank  with  assets  of  $50  to  $100  million 

A  recent  examination  of  the  bank  disclosed  inade¬ 
quate  administration  and  supervision  by  the  bank’s 
management  and  directorate,  violations  of  law,  insuf¬ 
ficient  capital,  an  excessive  quantity  of  poor  quality 
assets,  weak  funding  practices  and  procedures,  poor 
earnings,  and  suspected  insider  abuses  which  had 
resulted  in  losses.  There  was  a  need  for  revision  of  the 
bank's  lending  and  funds  management  policies  as 
well  as  for  development  of  internal  control  systems.  An 
external  audit  was  needed  as  was  a  review  of  certain 
loan  transactions  by  special  counsel  to  determine 
whether  indemnification  was  appropriate.  As  filed,  the 
call  report  was  inaccurate 

An  Order  to  Cease  and  Desist  required  the  bank  to  (1) 
obtain  a  new  chief  executive  officer,  (2)  review  the 
administration  and  supervision  by  management  and 
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directorate,  (3)  correct  violations  of  law,  (4)  develop  a 
capital  plan  and  dividend  policy,  (5)  revise  the  bank's 
loan  policy,  (6)  create  a  plan  to  protect  the  bank's 
interest  in  its  poor  quality  assets,  (7)  improve  credit 
and  collateral  documentation,  (8)  develop  better  col¬ 
lection  practices,  (9)  monitor  the  allowance  for  pos¬ 
sible  loan  losses,  (10)  initiate  an  internal  loan  review 
system,  (11)  reduce  the  bank's  dependence  on 
brokered  funds,  (12)  refine  the  bank's  funds  manage¬ 
ment  practices,  (13)  develop  a  profit  plan,  (14)  im¬ 
prove  internal  controls,  (15)  refile  a  recent  call  report, 
(16)  retain  an  external  auditing  firm  to  conduct  an 
annual  audit,  and  (17)  retain  counsel  to  review  various 
transactions  to  determine  if  the  bank  should  seek  to  be 
indemnified  for  losses. 

187.  Bank  with  assets  of  $25  to  $50  million 

A  recent  examination  revealed  significant  asset  de¬ 
terioration.  The  increase  in  classified  assets  was  at¬ 
tributable  to  poor  lending  supervision.  The  bank’s 
funds  management  policy  was  ineffective  and  needed 
revision.  Reimbursable  violations  of  consumer  law 
were  reflected. 

An  Agreement  required  the  bank  to  develop  a  pro¬ 
gram  to  eliminate  criticized  assets,  review  and  revise 
its  funds  management  policy,  review  and  revise  its 
consumer  compliance  program,  and  correct  the  viola¬ 
tions  of  consumer  law  and  reimburse  borrowers. 

188.  Bank  with  assets  of  less  than  $25  million 

A  recent  examination  of  the  bank  disclosed  inade¬ 
quate  supervision  by  management,  potential  conflicts 
of  interest,  credit  and  collateral  exceptions,  an  abun¬ 
dance  of  poor  quality  assets,  a  weak  internal  loan 
review  system,  a  high  volume  of  past-due  loans, 
questionable  interest  accrual  practices  on  loans,  poor 
adherence  to  the  lending  policy,  an  inadequate  allow¬ 
ance  for  possible  loan  losses,  inadequate  capital, 
excessive  dividends,  no  business  planning,  an  in¬ 
adequate  funds  management  policy,  violations  of  law, 
and  unacceptable  auditing  practices. 

An  Order  to  Cease  and  Desist  required  the  bank  to:  (1) 
evaluate  the  supervision  and  administration  provided 
by  the  directorate  and  management,  (2)  establish  a 
conflict  of  interest  policy,  (3)  protect  the  bank's  inter¬ 
est  in  its  poor  quality  assets,  (4)  correct  credit  and 
collateral  practices,  (5)  refine  the  internal  loan  review 
system,  (6)  establish  policies  and  procedures  for 
accruing  interest  on  loans,  (7)  develop  a  system  to 
monitor  compliance  with  the  bank's  loan  policy,  (8) 
monitor  adequacy  of  the  allowance  for  possible  loan 
losses  regularly,  (9)  develop  capital  and  business 
plans,  (10)  adopt  a  dividend  policy,  (11)  refine  the 
funds  management  policy,  (12)  refrain  from  accepting 


brokered  deposits,  (13)  review  the  disposition  of  credit 
life  insurance  premiums,  (14)  correct  all  violations  of 
law,  (15)  develop  acceptable  internal  and  external 
audit  functions,  (16)  adopt  a  consumer  compliance 
program,  and  (1  7)  refile  certain  call  report  information 

189.  Bank  with  assets  of  more  than  $1  billion 

Off-site  screening  of  call  report  information  disclosed 
disparities  between  average  balances  and  period  end 
balances  in  various  bank  balance  sheet  accounts. 
These  disparities  were  apparently  the  result  of  the 
bank's  participation  in  transactions  designed  to  distort 
or  realign  the  bank’s  total  balance  sheet  on  call  report 
dates. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
publish  supplemental  information  to  explain  the  dis¬ 
parities  between  account  average  balances  and  pe¬ 
riod  end  balances.  In  addition,  the  bank  agreed  to 
refrain  from  actions  designed  to  increase  or  realign 
balance  sheet  account  totals  temporarily,  the  primary 
purpose  of  which  is  to  cause  the  bank's  financial 
reports  to  reflect  the  temporarily  increased  or  re¬ 
aligned  totals. 

190.  Bank  with  assets  of  less  than  $25  million 

A  recent  examination  of  the  bank  disclosed  inade¬ 
quate  supervision  and  administration  by  the  bank’s 
directorate  and  management,  violations  of  law,  de¬ 
terioration  in  asset  quality,  poor  loan  administration, 
inadequate  credit  and  collateral  documentation,  an 
ineffective  internal  loan  review  system,  an  inadequate 
allowance  for  possible  loan  losses,  poor  funds  man¬ 
agement  practices,  nonexistent  profit  and  capital 
planning,  and  noncompliance  with  consumer-related 
laws,  rules,  and  regulations. 

An  Order  to  Cease  and  Desist  required  the  bank  to:  (1) 
review  supervision  and  administration  by  directorate 
and  management,  (2)  correct  violations  of  law,  (3) 
protect  the  bank's  interest  in  its  poor  quality  assets,  (4) 
improve  loan  administration,  (5)  correct  credit  and 
collateral  documentation  deficiencies,  (6)  develop  an 
effective  internal  loan  review  system,  (7)  monitor  the 
allowance  for  possible  loan  losses,  (8)  adopt  effective 
funds  management  procedures,  (9)  refrain  from  ob¬ 
taining  brokered  deposits,  (10)  adopt  profit  and  capi¬ 
tal  plans,  and  (11)  develop  a  consumer  compliance 
program 

191.  Bank  with  assets  of  less  than  $25  million 

A  recent  examination  of  the  bank  disclosed  inade¬ 
quate  management,  violations  of  law,  deterioration  of 
asset  quality,  poor  administration  of  the  loan  portfolio 
an  insufficient  allowance  for  possible  loan  losses, 
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weak  earnings,  poor  liquidity,  asset  and  liability  man¬ 
agement,  eroding  capital,  unsupervised  securities 
trading,  and  questionable  transactions  involving  insid- 

An  Agreement  required  the  bank  to  (1)  correct  viola¬ 
tions  of  law  and  adopt  procedures  to  prevent  their 
recurrence,  (2)  take  action  to  protect  the  bank's  inter¬ 
est  in  its  poor  quality  assets;  (3)  improve  credit  and 
collateral  documentation,  (4)  define  the  bank's  internal 
loan  review  system;  (5)  revise  the  lending  policy;  (6) 
monitor  the  allowance  for  possible  loan  losses;  (7) 
develop  a  liquidity,  asset  and  liability  management 
strategy;  (8)  devise  a  profit  plan;  (9)  adopt  a  capital 
plan;  (10)  create  investment  and  securities  trading 
policies;  (11)  adopt  a  conflict  of  interest  policy;  and 
(12)  conduct  a  study  of  management. 

192.  Bank  with  assets  of  $25  to  $50  million 

An  examination  of  the  bank  revealed  deterioration  in 
asset  quality,  an  excessive  amount  of  past-due  loans, 
an  inadequate  allowance  for  possible  loan  losses, 
poor  investment  and  funds  management  practices,  an 
eroding  capital  base,  a  lack  of  financial  and  strategic 
planning,  violations  of  law,  and  inadequate  adminis¬ 
tration  by  management. 

An  Agreement  required  development  of  a  program  to: 

(1 )  protect  the  bank's  interest  in  its  poor  quality  assets, 

(2)  correct  credit  information  exceptions,  (3)  improve 
collection  procedures,  (4)  review  the  sufficiency  of  the 
allowance  for  possible  loan  losses,  (5)  develop  a 
nonaccrual  loan  policy,  (6)  monitor  concentrations,  (7) 
develop  investment  and  funds  management  policies, 
(8)  create  a  budget,  (9)  develop  financial  and  strate¬ 
gic  plans,  (10)  correct  violations  of  law,  (11)  create  a 
consumer  compliance  program,  and  (12)  conduct  a 
management  study. 

193.  Bank  with  assets  of  $100  to  $500  million 

Asset  quality  had  declined  severely.  Primary  capital 
was  strained  Earnings  were  adversely  affected  by  a 
provision  to  the  allowance  for  possible  loan  losses  and 
were  not  expected  to  be  a  major  source  of  internally 
generated  capital  in  the  immediate  future.  The  bank 
suffered  from  lax  supervision  by  the  board,  overlend- 
mg,  and  other  improper  lending  practices.  Large 
statement  and  collateral  exceptions  revealed  the  in¬ 
adequacy  of  loan  administration  The  depressed  agri¬ 
cultural  economy  had  accelerated  internal  procedural 
problems  at  the  bank  Liquidity  was  adequate  The 
board  had  taken  steps  to  improve  the  bank's  condi¬ 
tion  including  hiring  additional  personnel  and  forming 
an  internal  loan  review  program 

An  Agreement  required  the  bank  to  (1)  correct  all 


violations  of  law  and  adopt  procedures  to  prevent 
future  violations,  (2)  perform  a  management  study,  (3) 
take  action  to  reduce  classified  assets  and  not  extend 
additional  credit  to  borrowers  whose  credits  were 
criticized,  (4)  improve  collection  efforts,  (5)  obtain 
current  and  satisfactory  credit  information  and  col¬ 
lateral  documentation,  (6)  review  and  revise  its  written 
lending  policy,  (7)  strengthen  its  independent  loan 
review  system,  (8)  adopt  policies  and  procedures 
governing  nonaccrual  loans,  (9)  maintain  an  adequate 
allowance  for  possible  loan  losses,  (10)  maintain  a 
primary  capital  to  total  assets  at  an  established  level, 
(11)  develop  a  3-year  capital  program,  (12)  restrict 
payments  of  dividends,  (13)  revise  its  asset/liability 
management  policy,  (14)  review  and  revise  its  invest¬ 
ment  policy,  and  (15)  adopt  and  implement  a  3-year 
strategic  plan. 

194.  Bank  with  assets  of  $25  to  $50  million 

An  examination  disclosed  serious  deterioration  in  as¬ 
set  quality  resulting  from  staffing  deficiencies  and 
ineffective  supervision  of  the  loan  portfolio.  As  a  result, 
classified  assets,  especially  doubtful  and  loss,  had 
increased  to  unacceptable  levels.  The  allowance  for 
possible  loan  losses  was  deemed  inadequate  in  view 
of  the  volume  of  criticized  assets.  Earnings,  in  turn, 
were  seriously  impacted  Capital  was  marginal. 

An  Agreement  required  the  bank  to  evaluate  manage¬ 
ment  and  board  supervision,  correct  all  violations  of 
law  and  take  immediate  action  to  eliminate  criticized 
assets  and  procure  satisfactory  credit  information. 
Also  required  was  the  establishment  of  a  loan  review 
system  and  prohibition  of  extensions  of  credit  not  in 
conformity  with  the  loan  policy.  The  bank  was  to  adopt 
a  written  funds  management  policy,  review  the  allow¬ 
ance  for  possible  loan  losses  at  least  quarterly,  and 
maintain  a  predetermined  capital  ratio.  All  exceptions 
from  the  last  internal  audit  were  to  be  corrected 

195.  Bank  with  assets  of  $50  to  $100  million 

An  examination  revealed  deterioration  in  the  overall 
condition  of  the  bank,  especially  in  the  loan  portfolio. 
The  deterioration  was  reflected  primarily  in  the  large 
volume  of  classified  assets  and  inordinate  amount 
classified  doubtful  and  loss.  The  decline  in  loan  quality 
was  primarily  due  to  ineffective  supervision  by  the 
board  and  bank  management.  Earnings  were  poor 
because  of  heavy  loan  losses  and  the  high  volume  of 
nonearning  assets.  Capital  was  considered  adequate 
if  no  further  deterioration  occurred. 

An  Agreement  required  the  bank  to  correct  all  viola¬ 
tions  of  law  and  adopt  procedures  to  prevent  their 
recurrence,  eliminate  the  grounds  of  criticism  for  each 
asset  of  more  than  $75,000  and  stop  making  loans  to 


borrowers  with  criticized  loans,  develop  a  program  to 
improve  collections  and  reduce  delinquent  loans,  re¬ 
vise  its  written  lending  policy,  and  review  the  suf¬ 
ficiency  and  competency  of  the  present  managerial 
staff.  The  bank  was  further  required  to  implement  a 
monthly  loan  review  program,  conduct  quarterly  re¬ 
views  of  the  adequacy  of  its  allowance  for  possible 
loan  losses,  prepare  an  analysis  of  ongoing  capital 
needs  and  submit  a  written  capital  plan,  and  formulate 
written  policies  and  procedures  applicable  to  the 
investment  portfolio.  Finally,  the  bank  was  to  give 
advance  notice  of  the  payment  of  dividends;  revise  its 
written  liquidity,  asset  and  liability  management  policy; 
correct  all  internal  control  deficiencies;  prepare  and 
submit  an  annual  budget;  and  review  the  trust  audit 
procedures. 

196.  Bank  with  assets  of  $50  to  $100  million 

A  recent  examination  disclosed  significant  asset  de¬ 
terioration  and  poor  earnings.  Classified  assets  had 
increased  primarily  because  of  poor  lending  adminis¬ 
tration  and  supervision.  The  level  of  criticized  assets 
had  reached  an  inordinate  level.  Principal  supervisory 
concerns  in  the  lending  area  included:  liberal 
restructurings  and  advances  made  on  an  unsecured 
basis,  and  excess  statement  and  collateral  excep¬ 
tions.  The  bank's  problem  loan  identification  system 
needed  improvement.  Earnings  had  been  adversely 
affected  by  loan  losses  and  additional  loan  loss  provi¬ 
sions  were  required. 

An  Agreement  required  the  bank  to  conduct  a  study  of 
management,  specifically  that  of  the  lending  function; 
correct  all  violations  of  law;  adopt  a  written  plan  to 
eliminate  the  basis  of  criticism  for  criticized  assets 
larger  than  $100,000;  restrict  lending  to  criticized 
borrowers;  and  revise  the  problem  loan  identification 
and  review  system.  The  bank  was  further  required  to 
obtain  current  and  satisfactory  credit  and  collateral 
information  for  all  loans  calling  for  such,  revise  the 
bank's  written  loan  policy,  develop  and  implement  a 
written  program  designed  to  improve  and  strengthen 
collection  efforts,  review  and  document  the  adequacy 
of  the  allowance  for  possible  loan  losses  at  least 
quarterly,  develop  and  adopt  a  written  funds  manage¬ 
ment  policy,  and  prepare  a  profit  plan  annually  to 
review  and  monitor  income  and  expenses.  Finally,  the 
bank  needed  to  develop  and  implement  a  consumer 
compliance  program  to  ensure  adherence  to  ap¬ 
plicable  consumer  protection  laws,  correct  internal 
control  deficiencies,  and  adopt  and  implement  written 
policies  and  procedures  for  proper  trust  asset  admin¬ 
istration. 


197.  Bank  with  assets  of  $25  to  $50  million 

A  recent  examination  revealed  that  poor  lending  prac¬ 
tices  had  resulted  in  a  significant  rise  in  classified 
assets,  resulting  in  substantial  loan  charge-offs.  Provi¬ 
sions  to  replenish  the  allowance  for  possible  loan 
losses  severely  impacted  year-to-date  earnings  per¬ 
formance.  Deficiencies  noted  in  the  lending  area 
included  a  liberal  renewal  practice,  a  large  volume  of 
loans  not  properly  supported  by  current  or  satisfactory 
credit/collateral  information,  lack  of  nonaccrual  and 
charge-off  procedures,  and  an  inadequate  lending 
policy.  Further,  the  bank  had  failed  to  institute  an 
internal  loan  review  system.  Other  problems  involved 
a  lack  of  control  over  the  funds  management  area  and 
possible  management  staffing  deficiencies. 

An  Agreement  required  the  bank  to  correct  violations 
of  law  and  establish  procedures  to  prevent  recur¬ 
rence.  The  bank  was  required  to  establish  a  program 
addressing  criticized  assets,  correct  credit  file  and 
collateral  exceptions,  and  establish  an  internal  loan 
review  system.  The  bank  was  also  required  to  make  or 
develop  increased  collection  efforts,  review  the  allow¬ 
ance  for  possible  loan  losses  quarterly,  revise  and 
enforce  the  loan  policy,  make  a  management  study 
with  emphasis  on  the  lending  area,  establish  a  funds 
management  policy  including  a  provision  for  brokered 
funds,  improve  the  MIS  system,  develop  a  3-year 
capital  plan,  and  maintain  capital  at  a  predetermined 
level.  A  consumer  compliance  program  was  required 

198.  Bank  with  assets  of  $50  to  $100  million 

An  examination  revealed  deterioration  in  the  overall 
condition  of  the  bank,  especially  in  the  loan  portfolio 
The  deterioration  was  reflected  primarily  in  the  large 
volume  of  classified  assets  and  past-due  credits.  The 
decline  in  loan  quality  was  primarily  due  to  ineffective 
supervision  and  failure  to  analyze  current  financial 
information.  The  bank  realized  an  operating  deficit 
due  to  heavy  loan  loss  provisions.  Several  violations  of 
law  were  also  noted,  some  of  which  involved  insiders 

An  Agreement  required  the  bank  to:  (1)  correct  all 
violations  of  law  and  adopt  procedures  to  prevent  their 
recurrence,  (2)  eliminate  the  grounds  for  criticism  of 
each  asset  larger  than  $99,000  and  stop  making  loans 
to  borrowers  holding  criticized  loans  without  prior 
board  approval,  (3)  develop  a  program  to  improve 
collections  and  reduce  delinquent  loans,  (4)  review 
the  sufficiency  and  competency  of  the  present  mana¬ 
gerial  staff,  (5)  appoint  an  executive  vice  president,  (6) 
implement  a  loan  review  program,  (7)  conduct  quar¬ 
terly  reviews  of  the  adequacy  of  the  bank's  allowance 
for  possible  loan  losses,  (8)  prepare  an  analysis  of 
ongoing  capital  needs  and  submit  a  written  capital 
plan,  (9)  implement  a  conflict  of  interest  policy.  (10) 
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restrict  transactions  with  affiliates,  and  (11)  develop 
brokered  funds  policies 

199  Bank  with  assets  of  less  than  $25  million 

A  recent  examination  revealed  an  excessive  volume  of 
problem  assets  attributable  to  weaknesses  in  loan 
administration  Previous  management  had  granted 
credit  based  on  collateral  valuations  without  sufficient 
consideration  of  repayment  capability.  File  documen¬ 
tation  exceptions  and  problem  loan  identification  con¬ 
tinued  to  be  unsatisfactory.  Primary  capital  was 
strained  primarily  because  of  poor  asset  quality  and 
heavy  dividend  payouts.  The  allowance  for  possible 
loan  losses  was  reduced  to  an  inadequate  level  by 
heavy  losses  identified  during  the  examination.  Inter¬ 
nal  controls  and  audit  procedures  were  also  found  to 
be  deficient.  A  new  management  team  had  not  yet 
demonstrated  its  capabilities. 

An  Agreement  required  the  bank  to  adopt  and  imple¬ 
ment  a  written  program  designed  to  collect, 
strengthen  or  otherwise  eliminate  the  grounds  of  criti¬ 
cism  for  all  criticized  assets.  The  program  was  to 
include  a  monthly  review  of  each  criticized  asset,  an 
assessment  of  adherence  to  the  program  as  well  as  its 
effectiveness,  and  an  evaluation  of  the  appropriate¬ 
ness  of  revising  the  program  or  taking  alternative 
actions.  Monthly  progress  reports  on  the  status  of 
criticized  assets  were  to  be  submitted  to  the  District 
Office.  The  bank  agreed  to  refrain  from  extending 
additional  credit  to  borrowers  whose  loans  had  been 
criticized  unless  failure  to  do  so  would  be  substantially 
detrimental  to  the  bank  and  any  further  extensions 
were  approved  by  a  majority  of  the  board.  A  program 
designed  to  improve  the  bank's  loan  administration 
was  to  be  developed  and  implemented.  The  bank 
further  agreed  to  assess  adequacy  of  the  allowance 
for  possible  loan  losses  and  to  establish  a  program  to 
maintain  it  at  an  adequate  level.  A  3-year  capital  plan 
was  to  be  adopted  and  no  dividends  declared  or  paid 
unless  in  compliance  with  the  law,  justified  by  sound 
banking  practices,  and  with  prior  written  notification  to 
the  Deputy  Comptroller  It  was  agreed  that  the  bank 
would  take  all  steps  necessary  to  correct  violations  of 
law.  rule  and  regulation  and  to  correct  internal  control 
deficiencies  Finally,  the  board  agreed  to  notify  the 
District  Office  when  the  bank  s  brokered  funds  exceed 
5  percent  of  total  deposits,  and  to  continue  notification 
each  month  until  the  funds  no  longer  exceeded  the  5 
percent  level 

200  Bank  with  assets  of  less  than  $25  million 

An  examination  showed  that  the  bank  had  experi¬ 
enced  a  large  earnings  deficit  in  1983  A  lack  of  funds 
management  expertise,  reflected  by  inadequate  pol- 
cy  arid  reporting  systems,  further  impeded  financial 


performance.  Capital  levels  would  not  provide  ad¬ 
equate  support  for  future  operations  given  the  present 
adverse  earnings  trends.  Asset  quality  significantly 
deteriorated  due  primarily  to  weak  loan  administration. 
Loan  policy  and  documentation  standards  were  both 
deficient.  Delinquencies  were  excessive  and  prob¬ 
lems  continued  unresolved  There  was  no  program  for 
internal  credit  review.  There  was  a  complete  break¬ 
down  in  operational  controls  and  procedures  following 
the  resignation  of  one  bank  officer  The  operations 
staff  was  not  adequately  trained  and  lacked  basic 
qualifications.  The  board  remained  ineffective  in  es¬ 
tablishing  policy  and  ensuring  corrective  actions  were 
implemented. 

An  Agreement  required  a  study  of  current 
management's  effectiveness  and  capabilities  as  well 
as  the  adequacy  of  board  supervision.  Based  upon 
this  study,  corrective  action  was  to  be  implemented. 
The  bank  agreed  to  prepare  a  written  business  plan  in 
conjunction  with  preparation  of  a  capital  program  and 
a  written  funds  management  policy.  The  board  agreed 
to  notify  the  District  Office  when  the  bank’s  brokered 
funds  exceeded  5  percent  of  total  deposits.  It  was 
further  agreed  that  the  bank  would  adopt  and  imple¬ 
ment  a  written  program  designed  to  collect, 
strengthen  or  otherwise  eliminate  the  grounds  of  criti¬ 
cism  for  all  assets  criticized,  including  a  monthly 
review  of  each  criticized  asset,  an  assessment  of 
adherence  to  the  program  as  well  as  its  effectiveness, 
and  an  evaluation  of  the  appropriateness  of  revising 
the  program  or  taking  alternative  actions.  The  bank 
agreed  it  would  refrain  from  extending  additional 
credit  to  borrowers  whose  loans  had  been  criticized 
unless  failure  to  do  so  would  be  substantially  detri¬ 
mental  to  the  bank  and  the  further  extensions  were 
approved  by  a  majority  of  the  board.  Violations  of  law 
were  to  be  corrected,  as  were  documentation  and 
collateral  exceptions.  The  bank  agreed  that  it  would 
not  grant  credit  without  obtaining  and  analyzing  cur¬ 
rent  and  satisfactory  credit  information  and  properly 
perfecting  collateral.  The  bank’s  written  lending  policy 
was  to  be  reviewed  and  revised  Two  recent  reports  of 
condition  and  income  were  to  be  amended  and  refiled 
and  policies  and  procedures  adopted  to  ensure  the 
accuracy  of  all  official  regulatory  reports.  The  bank 
agreed  to  correct  all  internal  control  and  internal  audit 
deficiencies  and  develop  a  written  consumer  compli¬ 
ance  program. 

201 .  Bank  with  assets  of  less  than  $25  million 

An  examination  noted  serious  asset  quality  deteriora¬ 
tion,  poor  earnings  and  inadequate  capital  Liquidity 
and  funds  management  were  inadequate  Several  of 
the  bank's  written  policies  were  insufficient  and  lack  of 
a  consumer  compliance  program  had  resulted  in 


reimbursable  violations  of  law  Two  violations  of  12 
USC  84  were  also  noted  The  bank  had  high  levels  of 
past-due  and  nonaccrual  loans.  Financial  statement 
and  collateral  documentation  exceptions  were  exces¬ 
sive.  At  the  time  of  the  examination,  the  officers 
responsible  for  loan  administration  problems  had 
been  replaced.  The  allowance  for  possible  loan  losses 
was  found  to  be  marginal.  Board  supervision  ap¬ 
peared  weak.  Board  minutes  were  brief  and  did  not 
reflect  any  discussion  of  allowance  for  possible  loan 
losses,  liquidity  or  capital  adequacy. 

A  Memorandum  of  Understanding  required  the  bank 
to  adopt  and  implement  a  written  program  designed  to 
collect,  strengthen  or  otherwise  eliminate  the  grounds 
for  all  assets  criticized.  The  program  was  to  include  a 
monthly  review  of  each  criticized  asset,  an  assess¬ 
ment  of  adherence  to  the  program  as  well  as  its 
effectiveness,  and  an  evaluation  of  the  appropriate¬ 
ness  of  revising  the  program  or  taking  alternative 
actions.  The  bank  agreed  it  would  refrain  from  extend¬ 
ing  additional  credit  to  borrowers  whose  loans  had 
been  criticized  unless  failure  to  do  so  would  be 
substantially  detrimental  to  the  bank  and  any  further 
extensions  would  be  approved  by  a  majority  of  the 
board.  The  lending  policy  was  to  be  reviewed  and 
revised.  Immediate  steps  to  obtain  financial  informa¬ 
tion  as  well  as  collateral  documentation  were  to  be 
taken.  It  was  further  agreed  the  bank  would  not  extend 
credit  without  obtaining  and  analyzing  financial  infor¬ 
mation  and,  where  applicable,  collateral  documenta¬ 
tion.  The  adequacy  of  the  allowance  for  possible  loan 
losses  would  be  assessed  and  any  deficiencies  rem¬ 
edied  in  the  quarter  they  were  discovered.  A  program 
for  the  maintenance  of  an  adequate  allowance  for 
possible  loan  losses  was  to  be  established  and  a  profit 
plan  was  to  be  developed.  A  three-year  capital  plan 
was  to  be  developed,  and  capital  was  not  to  be 
allowed  to  fall  below  a  predetermined  level.  No  divi¬ 
dends  would  be  declared  or  paid  unless  in  compli¬ 
ance  with  the  law  and  justified  by  sound  banking 
practices.  A  written  funds  management  policy  would 
be  developed  and  the  investment  policy  would  be 
reviewed  and  revised.  A  written  consumer  compliance 
program  would  be  developed  and  implemented.  Vio¬ 
lations  of  law,  rule  and  regulation  would  be  corrected 
and  a  study  of  12  USC  84  violations  made  to  deter¬ 
mine  potential  liability  for  possible  losses.  Finally,  the 
District  Office  was  to  be  notified  monthly  when  the 
bank’s  brokered  funds  exceed  5  percent  of  total 
deposits. 

202.  Bank  with  assets  of  $100  to  $500  million 

A  recent  examination  revealed  that  asset  quality  had 
deteriorated  during  the  last  year.  Deterioration  was 
attributable  in  part  to  management  deficiencies 


Credit  exceptions  were  high  and  the  bank’s  internal 
loan  review  system  was  inadequate  The  senior  loan 
officer  was  handling  duties  other  than  loan  portfolio 
management  Loan  losses  had  seriously  depleted  the 
bank's  allowance  for  possible  loan  losses  and  man¬ 
agement  was  mistakenly  recognizing  losses  over  a 
1-year  period.  The  bank’s  reports  of  condition  and 
income  were  inaccurate  when  filed  because  of  the 
inadequate  allowance  for  possible  loan  losses  Earn¬ 
ings  were  declining  and  considered  poor,  but  divi¬ 
dends  were  high.  Reports  to  the  board  in  the  funds 
management  area  were  weak  as  was  the  information 
submitted  for  analysis  of  the  adequacy  of  the  allow¬ 
ance  for  possible  loan  losses.  Problems  were  also 
noted  with  inadequate  control  of  overdrafts  and  draw¬ 
ing  against  uncollected  funds. 

A  Memorandum  of  Understanding  required  the  bank 
to  adopt  and  implement  a  written  program  designed  to 
collect,  strengthen  or  eliminate  the  grounds  of  criti¬ 
cism  for  all  criticized  assets.  The  program  was  to 
include  a  monthly  review  of  each  criticized  asset, 
assessment  of  adherence  to  the  program  as  well  as  its 
effectiveness,  and  evaluation  of  the  appropriateness 
of  revising  the  program  or  taking  alternative  actions. 
Quarterly  progress  reports  on  the  status  of  criticized 
assets  were  to  be  submitted  to  the  District  Office.  The 
bank  was  to  refrain  from  extending  additional  credit  to 
borrowers  whose  loans  had  been  criticized  unless 
failure  to  do  so  would  be  substantially  detrimental  to 
the  bank  and  any  further  extensions  were  approved  by 
a  majority  of  the  board.  A  loan  review  system  and  a 
written  program  concerning  draws  against  uncol¬ 
lected  funds  and  overdrafts  were  to  be  established. 
Immediate  steps  were  to  be  taken  to  obtain  current 
and  satisfactory  credit  information  and  no  credit  was 
to  be  extended  without  obtaining  and  analyzing  cur¬ 
rent  and  satisfactory  credit  information.  The  adequacy 
of  the  bank’s  allowance  for  possible  loan  losses  was  to 
be  assessed  at  least  quarterly  and  supplemented 
appropriately,  and  a  program  was  to  be  established  to 
maintain  the  allowance  at  an  adequate  level  A  profit 
plan  designed  to  improve  and  sustain  earnings  and  a 
3-year  capital  plan  were  to  be  developed  No  divi¬ 
dends  were  to  be  declared  or  paid  unless  in  compli¬ 
ance  with  the  law  and  justified  by  sound  banking 
practices.  Violations  of  law  were  to  be  corrected 
Finally,  the  District  Office  was  to  be  notified  when 
brokered  funds  exceeded  5  percent  of  total  deposits 

203.  Bank  with  assets  of  $25  to  $50  million 

An  examination  noted  substantial  deterioration  in  as¬ 
set  quality  which  had  led  to  poor  earnings  Current 
year  earnings  had  deteriorated  because  of  loan  losses 
and  high  overhead  expenses  Large  financial  state¬ 
ment  exceptions  indicated  weaknesses  in  manage- 
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ment  The  bank,  however,  upon  discovering  some  of 
its  problems,  had  hired  a  new  loan  administrator  The 
bank  s  allowance  for  possible  loan  losses  was  judged 
inadequate  in  light  of  the  loss  potential  in  the  portfolio. 
The  adequacy  of  the  bank's  allowance  was  assessed 
only  semi-annually  Monitoring  in  the  funds  manage¬ 
ment  area  was  lacking  and  the  bank  was  operating 
without  a  formal  funds  management  policy.  The  net 
interest  margin  was  adversely  affected  by  a  large 
positive  gap  when  interest  rates  declined. 

A  Memorandum  of  Understanding  called  for  the  bank 
to  adopt  and  implement  a  written  program  designed  to 
collect,  strengthen  or  eliminate  the  grounds  of  criti¬ 
cism  for  all  criticized  assets.  The  program  was  to 
include  a  monthly  review  of  each  criticized  asset, 
assessment  of  adherence  to  the  program  as  well  as  its 
effectiveness,  and  an  evaluation  of  the  appropriate¬ 
ness  of  revising  the  program  or  taking  alternative 
actions  No  additional  credit  was  to  be  granted  to 
borrowers  whose  loans  had  been  criticized  unless 
failure  to  do  so  would  be  substantially  detrimental  to 
the  bank  and  any  further  extensions  were  approved  by 
a  majority  of  the  board.  The  board  agreed  to  review 
and  revise  its  written  lending  policy.  Current  and 
satisfactory  credit  information  was  to  be  obtained  and 
maintained.  The  adequacy  of  the  bank's  allowance  for 
possible  loan  losses  was  to  be  assessed  at  least 
quarterly,  and  a  program  established  for  the  mainte¬ 
nance  of  an  adequate  allowance  for  possible  loan 
losses.  The  bank  was  required  to  develop  a  profit  plan 
designed  to  improve  and  sustain  earnings  and  a 
3-year  capital  plan.  No  dividends  were  to  be  declared 
or  paid  unless  in  compliance  with  the  law  and  justified 
by  sound  banking  practices.  A  written  management 
policy  was  to  be  developed  and  all  violations  of  law 
corrected  Finally,  the  board  agreed  to  notify  the 
District  Office  when  brokered  funds  exceeded  5  per¬ 
cent  of  total  deposits. 

204.  Bank  with  assets  of  $50  to  $100  million 

The  bank  was  operating  under  an  Order  to  Cease  and 
Desist  which  addressed,  inter  alia,  the  bank's  permis¬ 
sive  practice  of  allowing  drawings  against  uncollected 
funds  The  Order  specifically  prohibited  the  bank  from 
allowing  any  customer  to  draw  against  uncollected 
funds  without  prior  approval  of  the  District  Administra¬ 
tor  After  being  in  place  for  nearly  6  months,  this 
requirement  had  resulted  in  the  bank's  greater  scru¬ 
tiny  of  drawings  against  uncollected  funds  The  bank 
also  had  developed  a  policy  which  was  designed  to 
prevent  future  abuses  in  this  area 

Ar  Arr  er  ded  Order  to  Cease  and  Desist  deleted  the 
.  . rerr  ent  that  all  drawings  against  uncollected 


funds  be  approved  by  the  District  Administrator  prior 
to  disbursement 

205.  Bank  with  assets  of  less  than  $25  million 

A  recent  examination  disclosed  poor  quality  exten¬ 
sions  of  credit  to  the  bank’s  former  owner.  Inadequate 
business  planning,  a  capital  deficiency,  a  poor  quality 
loan  portfolio,  weak  lending  policies  and  practices, 
and  concentrations  in  out-of-area  credits  were  other 
prooblems. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
improve  its  position  concerning  loans  made  to  the 
former  owner,  develop  a  3-year  business  plan,  im¬ 
prove  capital,  protect  its  interest  in  poor  quality  assets, 
review  and  revise  its  lending  policy,  reduce  its  lending 
to  out-of-area  borrowers,  and  develop  a  brokered 
funds  policy. 

206.  Bank  with  assets  of  $100  to  $500  million 

An  examination  of  the  bank,  which  was  operating 
under  an  Agreement,  disclosed  continuing  asset 
problems,  capital  inadequacy,  management  deficien¬ 
cies,  violations  of  law,  excessive  expenses,  conflicts 
of  interest,  and  poor  earnings. 

An  Amended  Agreement  included  strict  capital  re¬ 
quirements,  a  management  study,  corrections  of  viola¬ 
tions  of  law,  guidelines  establishing  policies  and  pro¬ 
cedures  for  expense  payments,  and  a  study  to  deter¬ 
mine  whether  to  seek  reimbursement  for  past  expense 
payments.  Further,  the  Amended  Agreement  required 
correction  of  all  violations  of  law,  development  of  a 
conflict  of  interest  policy  and  an  assessment  of  current 
relationships  with  insiders.  Finally,  the  bank  had  to 
develop  a  profit  plan  and  prohibit  solicitation  of 
brokered  deposits. 

207.  Bank  with  assets  of  less  than  $25  million 

The  bank  had  been  operating  under  a  Memorandum 
of  Understanding  and  was  showing  an  improved 
trend.  A  subsequent  examination  identified  deteriora¬ 
tion  in  asset  quality,  nominal  earnings  retentions  and 
declining  capital  adequacy.  Deterioration  in  asset 
quality  was  attributed  to  significant  loan  growth  with¬ 
out  adequate  staffing,  while  debt  service  requirements 
of  the  parent  holding  company  required  substantial 
dividend  payments. 

An  Agreement  required  the  bank  to  develop  programs 
to  improve  the  quality  of  criticized  assets,  restrict 
additional  advances  to  criticized  borrowers,  employ  a 
capable  lending  officer,  obtain  and  analyze  current 
and  satisfactory  credit  information,  establish  a  pro¬ 
gram  for  periodic  review  of  the  adequacy  of  the 


allowance  for  possible  loan  losses,  develop  a  3-year 
capital  plan,  obtain  prior  approval  for  dividend  pay¬ 
ments,  and  report  brokered  funds  activity. 

208.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  that  the  level  of  compliance 
with  applicable  consumer  laws  and  regulations  was 
unsatisfactory.  There  was  a  lax  attitude  on  the  part  of 
management  toward  consumer  compliance  super¬ 
vision  and  administration  as  well  as  an  inadequate 
compliance  review  system,  insufficient  knowledge  of 
requirements,  and  a  lack  of  corrective  action  on 
deficiencies  noted  by  the  compliance  officer  or  during 
examination.  The  bank  also  lacked  an  acceptable 
audit  program  and  its  capital  base  was  inadequate  to 
support  asset  growth  and  provide  a  cushion  against 
adverse  conditions. 

An  Agreement  required  the  bank  to  correct  all  viola¬ 
tions  of  law,  develop  a  written  consumer  compliance 
program,  outline  duties  for  the  compliance  officer, 
provide  reports  to  the  board,  develop  a  written  3-year 
capital  plan,  report  on  brokered  deposit  activity,  and 
implement  a  written  audit  program. 

209.  Bank  with  assets  of  $50  to  $100  million 

An  examination  revealed  a  lack  of  supervision  by  the 
board,  a  high  volume  of  classified  assets,  related 
problems  in  the  lending  area,  and  a  decline  in  earn¬ 
ings.  The  bank  had  failed  to  provide  comprehensive, 
formally  approved  policies  and  procedures  and  to 
ensure  adherence  to  policies.  The  board  was  not 
getting  the  information  necessary  to  be  fully  apprised 
of  the  bank's  condition  and  to  make  informed  deci¬ 
sions.  Classified  assets,  financial  statement  excep¬ 
tions,  collateral  documentation  exceptions,  and  past- 
due  loans  were  excessive,  partly  because  of  inade¬ 
quate  staffing  of  the  lending  function.  Although  capital 
levels  were  acceptable,  capital  was  threatened  by  a 
downturn  in  earnings,  the  need  for  future  dividend 
payments,  and  potential  deterioration  in  the  loan  port¬ 
folio.  The  loan  policy  was  inadequate  and  the  bank’s 
internal  loan  review  system  had  failed  to  identify 
several  criticized  assets.  Funds  management  needed 
updating.  The  bank  had  failed  to  adhere  to  the  allow¬ 
ance  for  possible  loan  losses  policy.  Several  violations 
of  12  CFR  215.7(b)  were  noted.  Finally,  there  were 
several  violations  of  law  and  exceptions  in  the  con¬ 
sumer  area  that  were  attributable  to  a  lack  of  adequate 
training  and  lack  of  compliance  monitoring  and  report¬ 
ing. 

A  Memorandum  of  Understanding  required  a  study  of 
current  management’s  effectiveness  and  capabilities 
as  well  as  the  adequacy  of  board  supervision.  Correc¬ 
tive  action  was  to  be  implemented.  A  written  program 


designed  to  collect,  strengthen  or  eliminate  the 
grounds  of  criticism  for  all  criticized  assets  was  to  be 
adopted  and  implemented  The  bank  agreed  to  refrain 
from  extending  additional  credit  to  borrowers  whose 
loans  had  been  criticized  unless  failure  to  do  so  would 
be  substantially  detrimental  to  the  bank  and  any 
further  extensions  were  approved  by  a  majority  of  the 
board.  The  bank  agreed  to  review  and  revise  its 
written  lending  policy.  It  agreed  that  it  would  not  grant 
credit  without  obtaining  and  analyzing  current  and 
satisfactory  credit  information  and  properly  perfecting 
collateral,  if  applicable,  and  to  review  and  strengthen 
its  internal  loan  review  system.  The  allowance  for 
possible  loan  losses  policy  was  to  be  adhered  to  and 
reviews  documented.  A  three-year  capital  plan  would 
be  developed  and  no  dividends  were  to  be  paid 
unless  in  compliance  with  law  in  the  best  interest  of  the 
bank,  and  consistent  with  the  bank's  capital  plan.  A 
written  funds  management  policy  would  be  developed 
and  implemented  and  violations  of  law  corrected  The 
bank’s  consumer  compliance  program  would  be  re¬ 
viewed  and  revised.  Finally,  the  board  agreed  to  notify 
the  District  Office  when  the  bank’s  brokered  funds 
exceed  5  percent  of  total  deposits  and  continue 
notification  each  month  until  they  no  longer  exceeded 
that  level. 

210.  Bank  with  assets  of  less  than  $25  million 

Classified  assets  were  found  to  have  increased  sig¬ 
nificantly  since  the  last  examination.  The  increase  was 
attributable  to  lax  loan  administration  among  other 
things.  Financial  and  collateral  documentation  excep¬ 
tions  were  excessive  with  a  large  portion  of  the  excep¬ 
tions  in  participations  purchased  from  affiliate  banks 
The  bank’s  lending  policy  needed  expansion  in  sev¬ 
eral  areas.  A  major  concern  centered  upon  insider 
transactions.  The  president  of  the  bank  was  not  acting 
in  that  capacity  on  a  full-time  basis;  he  had  little 
commercial  banking  experience  and  a  loan  to  his 
company  was  found  to  be  in  violation  of  12  USC  375a 
and  12  CFR  32.107.  In  addition,  this  loan  was  deemed 
to  be  preferential  because  of  unwarranted  risks  as¬ 
sumed  by  the  bank.  Violations  of  12  USC  84  were 
noted  as  were  other  violations  of  law  and  regulations 
The  bank  was  not  adhering  to  its  policy  governing 
analysis  of  the  allowance  for  possible  loan  losses 
Finally,  the  bank’s  written  funds  management  policy 
was  found  to  be  deficient. 

An  Agreement  called  for  a  study  of  current 
management’s  effectiveness  and  capabilities,  the  ad¬ 
equacy  of  board  supervision  and,  based  upon  this 
study,  corrective  action.  Violations  of  law  were  to  be 
corrected  and  a  written  program  designed  to  collect, 
strengthen  or  eliminate  the  grounds  of  criticism  for  all 
assets  criticized  No  additional  credit  was  to  be  ex- 
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tended  to  borrowers  whose  loans  had  been  criticized 
unless  failure  to  do  so  would  be  substantially  detri¬ 
mental  to  the  bank  and  any  further  extensions  were 
approved  by  a  majority  of  the  board  The  lending 
policy  was  to  be  reviewed  and  revised.  Credit  would 
not  be  granted  without  obtaining  and  analyzing  cur¬ 
rent  and  satisfactory  credit  information  and  properly 
perfecting  collateral,  if  applicable.  The  bank  was 
further  required  to  take  steps  to  obtain  adequate 
documentation  with  respect  to  all  outstanding  loans 
and  to  comply  with  Banking  Circular  181.  The  bank’s 
allowance  for  possible  loan  losses  policy  was  to  be 
complied  with  The  bank  was  to  review  and  revise  its 
written  funds  management  policy  Finally,  the  District 
Office  was  to  be  notified  when  the  bank’s  brokered 
funds  exceeded  5  percent  of  total  deposits  and  noti¬ 
fication  was  to  continue  monthly  until  they  no  longer 
exceeded  that  level. 

21 1.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  substantial  deterioration  in 
overall  condition  since  the  bank  had  entered  into  an 
Agreement.  Classified  assets  had  increased  and  de¬ 
linquencies  had  increased  dramatically.  An  exorbitant 
level  of  loss  had  resulted  in  an  inadequate  allowance 
for  possible  loan  losses,  and  a  heavy  provision  to  this 
reserve  had  adversely  impacted  earnings  and  re¬ 
sulted  in  a  year-to-date  loss.  Noncompliance  with  two 
articles  of  the  Agreement  was  noted:  an  effective  loan 
review  system  had  not  been  established,  and  an 
adequate  allowance  for  possible  loan  losses  had  not 
been  maintained.  Inadequate  supervision  by  the 
board  and  management  also  had  plagued  the  bank. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
employ  a  new  senior  loan  officer,  employ  an  outside 
consultant  to  complete  a  management  analysis,  im¬ 
plement  a  program  to  reduce  classified  assets  and 
stop  lending  to  borrowers  whose  credits  are  classi¬ 
fied,  maintain  an  adequate  allowance  for  possible  loan 
losses,  and  establish  a  loan  review  system.  Further, 
the  bank  was  required  to  maintain  primary  capital  at  a 
predetermined  level,  prepare  a  3-year  business  plan, 
ensure  compliance  with  its  asset/liability  management 
policy,  and  not  accept  any  brokered  deposits. 

212  Bank  with  assets  of  $50  to  $100  million 

Lax  supervision  by  the  directorate  and  management 
over  the  loan  portfolio  had  resulted  in  rising  levels  of 
classified  assets  Improper  lending  practices  included 
unwarranted  unsecured  lending,  capitalization  of  in¬ 
terest,  liberal  renewals  or  extensions  and  poor  file 
documentation  Heavy  loan  losses  had  adversely  af¬ 
fected  the  bank's  earnings  performance,  and  capital 
adequacy  had  begun  to  erode 


An  Agreement  required  the  bank  to  develop  proce¬ 
dures  to  prevent  recurrence  of  violations  of  law  and  to 
work  out  criticized  assets.  The  Agreement  also  pro¬ 
hibited  new  credit  to  criticized  borrowers,  unless  in  the 
best  interest  of  the  bank;  required  the  establishment  of 
a  loan  review  system,  revisions  to  the  written  lending 
policy,  quarterly  review  of  the  allowance  for  possible 
loan  losses  and  strengthening  of  collection  efforts;  and 
called  for  acquisition  of  satisfactory  credit  and  col¬ 
lateral  information,  an  analysis  of  management, 
achievement  of  a  predetermined  primary  capital  ratio, 
restriction  of  payment  of  dividends,  development  of  a 
profit  plan  to  improve  earnings,  and  revision  of  the 
asset/liability  management  policy. 

213.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  substantial  loan  losses  and  a 
high  level  of  poor  quality  assets.  A  provision  was 
necessary  to  restore  the  allowance  for  possible  loan 
losses  to  an  adequate  level  which  made  primary 
capital  inadequate.  The  bank  had  failed  to  properly 
identify  potential  and  existing  problem  credits  and  to 
adequately  supervise  the  loan  portfolio  in  view  of  the 
unfavorable  agricultural  economic  conditions  of  the 
past  few  years.  A  high  loan  to  deposit  ratio  and  the 
bank’s  frequent  reliance  on  borrowed  funds  had  led  to 
liquidity  concerns.  Numerous  violations  of  law,  failures 
to  identify  nonaccrual  loans,  and  poor  management 
and  board  supervision  had  also  contributed  to  the 
bank’s  unfavorable  condition. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
appoint  a  new,  capable  chief  executive  officer  and 
ensure  that  the  board  received  sufficient  reports  to 
monitor  bank  operations.  The  Order  further  required  a 
capital  injection,  the  maintenance  of  a  predetermined 
equity  capital  ratio,  a  3-year  capital  program,  restric¬ 
tions  on  the  payment  of  dividends  in  accordance  with 
the  law  and  to  ensure  that  capital  remained  adequate, 
correction  of  lending  limit  violations,  and  appointment 
of  an  independent  counsel  to  review  such  violations 
and  permit  determination  of  any  director  liability.  Spe¬ 
cific  actions  required  to  correct  lending  deficiencies 
included:  a  written  program  to  eliminate  the  basis  of 
criticism  of  assets;  a  requirement  for  prior  approval  of 
extensions  of  credit  to  criticized  borrowers;  mainte¬ 
nance  of  current  and  satisfactory  credit  information 
and  collateral  documentation  for  existing  as  well  as 
future  loans;  improved  collection  efforts  through  a 
written  program;  a  loan  review  system;  written  policies 
and  procedures  to  control  nonaccrual  loans;  a  revised 
lending  policy;  and  a  program  to  maintain  an  ad¬ 
equate  allowance  for  possible  loan  losses.  The  bank 
was  also  required  to  increase  liquidity,  develop  a 
written  funds  management  policy,  and  refrain  from 
accepting  any  brokered  deposits.  The  Order  further 
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required  the  correction  of  all  violations  of  law,  includ¬ 
ing  insider  loans  provisions,  and  the  adoption  of 
specific  procedures  to  prevent  future  violations 

214.  Bank  with  assets  of  $50  to  $100  million 

A  recent  examination  revealed  that  the  bank,  in  an 
effort  to  achieve  high  income,  had  embarked  upon  a 
program  of  rapid  growth  without  proper  planning, 
adequate  policy  guidelines,  or  adequate  supervision. 
Unsound  funds  management  practices,  asset  quality 
deterioration,  poor  loan  documentation,  inadequate 
loan  loss  provisions,  and  imprudent  staffing  also  had 
contributed  to  the  bank’s  unsatisfactory  condition.  As 
a  result  of  the  problems  noted,  the  bank  suffered  from 
inadequate  collateral,  an  extremely  volatile  liability 
position,  and  strained  liquidity.  Numerous  violations  of 
law,  especially  of  lending  limit  provisions,  were  also 
discovered. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
correct  all  violations  of  law  and  adopt  procedures  to 
prevent  future  violations,  achieve  and  maintain  a  pre¬ 
determined  ratio  of  primary  capital  to  total  assets, 
develop  and  implement  an  adequate  3-year  capital 
program,  and  restrict  dividend  payments.  The  bank 
was  also  required  to  adopt  an  adequate  funds  man¬ 
agement  policy,  improve  liquidity,  and  stop  accepting 
volatile  liabilities  as  well  as  reduce  its  dependence 
upon  them,  particularly  brokered  and  "out-of-area" 
deposits.  The  bank  was  further  required  to  implement 
an  appropriate  3-year  business  plan  and  complete  a 
management  study.  The  Order  required  the  following 
actions  to  improve  unsatisfactory  conditions  in  the 
bank’s  lending  function:  revision  of  lending  policy; 
adoption  of  a  written  program  to  eliminate  the  basis  of 
criticism  of  assets;  prior  approval  of  extensions  of 
credit  to  criticized  borrowers;  maintenance  of  current 
and  satisfactory  credit  information  and  collateral  doc¬ 
umentation  on  existing  and  future  loans;  establishment 
of  an  independent  loan  review  system  and  a  program 
to  maintain  an  adequate  allowance  for  possible  loan 
losses;  and  implementation  of  policies  and  proce¬ 
dures  to  control  concentrations  of  credit.  Other  re¬ 
quirements  of  the  Order  included  a  written  consumer 
compliance  program;  correction  of  internal  control 
deficiencies;  and  establishment  of  a  written  internal 
control  program,  an  internal  audit  program,  and  poli¬ 
cies  and  procedures  to  ensure  the  accuracy  of  official 
and  regulatory  reports. 

215.  Bank  with  assets  of  $25  to  $50  million 

An  examination  of  the  bank  disclosed  a  deterioration 
in  the  bank’s  overall  condition.  The  bank  had  an 
excessive  level  of  criticized  assets  due  to  ineffective 
loan  supervision  and  poor  management  Violations  of 
law  were  also  numerous  and  some  had  been  previ¬ 


ously  cited.  Lending  policies  were  in  need  of  revision 
and  a  loan  review  system  needed  to  be  established 

An  Order  to  Cease  and  Desist  required  the  bank  to 
appoint  a  new  chief  executive  officer  and  have  an 
outside  independent  counsel  review  violations  of  12 
USC  84.  The  Order  further  required  the  bank  to 
develop  written  programs  to  improve  the  quality  of 
each  criticized  asset  as  well  as  obtain  current  and 
satisfactory  credit  information  on  loans  lacking  it.  The 
bank  was  required  to  revise  or  develop  a  lending 
policy,  loan  review  system,  and  nonaccrual  loan  pol¬ 
icy.  All  violations  of  law  were  to  be  corrected  and 
specific  procedures  were  to  be  developed  to  prevent 
future  deficiencies.  The  bank  was  further  required  to 
seek  approval  before  declaring  any  dividend  and  was 
prohibited  from  taking  brokered  deposits. 

216.  Bank  with  assets  of  less  than  $25  million 

An  examination  of  the  bank  disclosed  a  deterioration 
in  the  bank's  overall  condition.  The  bank  had  an 
excessive  level  of  criticized  assets  due  to  ineffective 
loan  supervision  and  poor  management.  Lending  pro¬ 
cedures  and  policies  were  in  need  of  revision  An 
internal  loan  system  needed  to  be  implemented 

An  Order  to  Cease  and  Desist  required  the  bank  to 
appoint  a  new  chief  executive  officer.  The  Order 
further  required  the  bank  to  develop  written  programs 
to  improve  the  quality  of  each  criticized  asset  as  well 
as  to  obtain  current  and  satisfactory  credit  information 
on  loans  lacking  it.  The  bank  was  also  required  to 
revise  or  develop  its  lending  policy  and  establish  a 
loan  review  system  and  nonaccrual  loan  policy.  The 
bank  was  also  required  to  review  the  adequacy  of  the 
allowance  for  possible  loan  losses,  maintain  capital  at 
a  predetermined  level,  and  develop  a  funds  manage¬ 
ment  policy. 

217.  Bank  with  assets  of  $100  to  $500  million 

An  examination  of  the  bank  disclosed  a  deterioration 
in  the  bank's  overall  condition.  The  bank  had  an 
excessive  level  of  criticized  assets  due  to  ineffective 
loan  supervision  and  poor  management.  The  loan 
review  system  was  in  need  of  revision 

An  Agreement  required  the  bank  to  complete  a  written 
study  of  its  management  and  staffing  needs  The 
Agreement  further  required  the  bank  to  develop  writ¬ 
ten  programs  to  improve  the  quality  of  each  criticized 
asset  as  well  as  to  obtain  current  and  satisfactory 
credit  information  on  loans  lacking  it.  The  bank  was 
also  required  to  revise  its  loan  review  system  and 
adopt  a  conflict  of  interest  policy  All  violations  of  law 
were  to  be  corrected  and  specific  procedures  were  to 
be  developed  to  prevent  future  deficiencies  The  bank 
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was  to  implement  a  strategic  plan  and  notify  the 
District  Administrator  when  brokered  deposits 
reached  a  specified  level  Finally  the  bank  was  re¬ 
quired  to  review  the  adequacy  of  charge-off  policies 

218.  Bank  with  assets  of  less  than  $25  million 

An  examination  of  the  bank  disclosed  a  deterioration 
in  the  bank’s  overall  condition.  The  bank  had  an 
excessive  level  of  criticized  assets  due  to  ineffective 
loan  supervision  and  poor  management.  Violations  of 
law  were  also  cited.  Lending  policies  and  the  loan 
review  system  were  in  need  of  revision. 

An  Agreement  required  the  bank  to:  (1)  develop 
written  programs  to  improve  the  quality  of  each  criti¬ 
cized  asset:  (2)  obtain  current  and  satisfactory  credit 
information  on  loans  lacking  it;  (3)  revise  or  develop  a 
lending  policy,  loan  review  system,  and  nonaccrual 
loan  policy;  (4)  develop  an  asset/liability  policy;  (5) 
correct  all  violations  of  law  and  develop  procedures  to 
prevent  future  deficiencies;  (6)  seek  approval  before 
declaring  a  dividend;  (7)  develop  a  profit  plan;  and  (8) 
review  and  revise  the  investment  policy. 

219.  Bank  with  assets  of  $25  to  $50  million 

An  examination  of  the  bank  disclosed  a  deterioration 
in  the  bank’s  overall  condition.  The  bank  had  an 
excessive  level  of  criticized  assets  due  to  ineffective 
loan  supervision  and  poor  management.  Violations  of 
law  were  also  revealed  and  lending  polices  and  the 
loan  review  system  were  in  need  of  revision. 

An  Agreement  required  the  bank  to  complete  a  written 
study  of  its  management  and  staffing  needs.  The 
Agreement  further  required  the  bank  to  develop  writ¬ 
ten  programs  to  improve  the  quality  of  each  criticized 
asset,  as  well  as  obtain  current  and  satisfactory  credit 
information  on  loans  lacking  it.  The  bank  was  also 
required  to  revise  or  develop  its  lending  policy,  loan 
review  system,  and  nonaccrual  loan  policy.  All  viola¬ 
tions  of  law  and  internal  control  deficiencies  were  to 
be  corrected  and  specific  procedures  were  to  be 
developed  to  prevent  future  deficiencies.  The  bank 
was  required  to  seek  approval  before  declaring  a 
dividend 

220.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  probable  insider  abuses, 
including  the  handling  of  the  bank's  investment  port¬ 
folio  by  the  then-president  without  proper  recordkeep¬ 
ing  and  conducting  trading  activities  which  were 
suspected  of  resulting  in  losses  to  the  bank  while 
gams  went  into  the  president's  personal  account 
Favorable  terms  for  loans  were  believed  to  have  been 
obta  ried  by  businesses  in  which  the  president  had  a 


personal  interest.  Conflicts  of  interest  were  apparent 
The  bank's  management  group  was  considered  in¬ 
adequate.  The  bank's  loan  portfolio  included  exces¬ 
sive  criticized  assets.  The  bank's  lending  policy  was 
inadequate  and  a  loan  review  system  was  lacking 
Collection  efforts  were  poor,  and  the  adequacy  of  the 
allowance  for  possible  loan  losses  was  not  accept¬ 
able.  The  bank  had  no  funds  management  policy  and 
its  capital  was  marginal.  Little  or  no  planning  for  future 
earnings  growth,  expansion,  capital  requirements,  or 
other  business  functions  had  been  done,  and  an 
internal  audit  program  was  needed.  Several  violations 
of  law  were  cited. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
hire  a  management  consulting  firm  to  study  bank 
management  and  propose  corrections  for  any  defi¬ 
ciencies  found.  All  securities  trading  was  prohibited 
until  the  bank  had  adopted  a  comprehensive  written 
trading  policy  consistent  with  the  OCC  guidelines.  Any 
trading  position  taken  by  the  bank  was  to  be  approved 
by  80  percent  of  the  members  of  the  board  of  direc¬ 
tors.  Specified  records  were  required  to  be  kept  of  all 
commitments  to  purchase  or  sell  securities,  and  the 
bank  was  to  adopt  and  implement  a  comprehensive 
investment  policy,  which  required  approval  of  80 
percent  of  the  board  for  all  purchases  and  sales  of 
investment  securities.  A  certified  public  accounting 
firm  was  to  be  hired  to  conduct  an  audit  of  securities 
transactions  for  the  past  2  years  and  to  recommend 
corrective  measures  for  any  deficiencies  found.  The 
board  of  directors,  in  turn,  was  to  act  on  these  recom¬ 
mendations.  A  written  conflict  of  interest  policy  was  to 
be  adopted.  Further,  the  bank  was  to  adopt  and 
implement  a  written  program  to  address  the  criticisms 
of  the  bank's  loan  portfolio  and  to  restrict  additional 
extensions  of  credit  to  borrowers  whose  loans  were 
criticized.  The  bank’s  lending  policy  was  to  be  revised 
and  current  and  satisfactory  credit  information  ob¬ 
tained  for  all  loans  cited  as  lacking  it.  A  loan  review 
system  was  called  for  as  was  a  written  program  to 
improve  and  strengthen  collection  efforts.  A  program 
was  to  be  established  to  maintain  the  allowance  for 
possible  loan  losses  at  an  adequate  level  The  bank 
was  to  develop  a  written  funds  management  policy,  a 
3-year  capital  program,  a  profit  plan,  and  an  internal 
audit  program.  Internal  control  deficiencies  were  to  be 
corrected  as  was  each  violation  of  law  or  regulation  In 
future  elections  of  directors,  the  slate  of  candidates 
proposed  was  to  be  sufficient  to  insure  that  at  least  60 
percent  of  the  total  would  be  outside  directors. 

221.  Bank  with  assets  of  less  than  $25  million 

An  examination  of  the  bank  disclosed  a  deterioration 
in  the  bank's  overall  condition.  The  bank  had  exces¬ 
sive  criticized  assets  due  to  ineffective  loan  super- 


72 


vision  and  poor  management.  Violations  of  law  were 
also  numerous.  Lending  polices  and  the  loan  review 
system  were  in  need  of  revision. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
complete  a  written  study  of  its  management  and 
staffing  needs.  The  Order  further  required  the  bank  to 
develop  a  written  program  to  improve  the  quality  of 
each  criticized  asset  as  well  as  to  obtain  current  and 
satisfactory  credit  information  on  loans  lacking  it.  The 
bank  was  also  required  to  revise  or  develop  its  lending 
policy,  loan  review  system,  nonaccrual  loan  policy, 
and  asset  liability  policy.  All  violations  of  law  and 
internal  control  deficiencies  were  to  be  corrected,  and 
specific  procedures  were  to  be  developed  to  prevent 
future  deficiencies.  The  bank  was  further  required  to 
seek  approval  before  declaring  a  dividend  and  was 
prohibited  from  accepting  brokered  deposits. 

222.  Bank  with  assets  of  less  than  $25  million 

An  examination  of  the  bank  revealed  a  continuing 
deterioration  in  the  bank's  overall  condition.  The  bank 
was  in  noncompliance  with  a  portion  of  a  Formal 
Agreement  it  had  entered  into  with  the  OCC.  The  bank 
also  had  an  excessive  level  of  criticized  assets  due  to 
ineffective  loan  supervision  and  poor  management. 
Violations  of  law  were  also  numerous  and  some  had 
been  previously  cited.  Lending  polices  were  in  need 
of  revision. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
complete  an  independent  written  study  of  its  manage¬ 
ment  and  staffing  needs.  The  Order  further  required 
the  bank  to  develop  written  programs  to  improve  the 
quality  of  each  criticized  asset,  as  well  as  to  obtain 
current  and  satisfactory  credit  information  on  loans 
lacking  it.  The  bank  was  also  required  to  revise  or 
develop  its  lending,  loan  administration,  nonaccrual, 
and  conflict  of  interest  policies.  The  bank  was  also 
required  to  cease  purchasing  loan  participations  un¬ 
less  they  were  consistent  with  banking  circular  181 .  All 
violations  of  law  and  electronic  data  processing  defi¬ 
ciencies  were  to  be  corrected,  and  specific  proce¬ 
dures  were  to  be  developed  to  prevent  future  deficien¬ 
cies.  The  bank  was  further  required  to  maintain  capital 
at  a  predetermined  level  and  before  declaring  a 
dividend. 

223.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  a  significant  deterioration  in 
this  bank.  In  particular,  the  examination  disclosed  high 
levels  of  criticized  assets,  poor  internal  controls,  defi¬ 
ciencies  in  the  administration  of  the  bank’s  small 
business  loan  department,  and  an  inadequate  allow¬ 
ance  for  possible  loan  losses.  These  problems  were 
primarily  attributable  to  ineffective  board  supervision, 


inadequate  management,  and  poor  lending  practices, 
including  concentrations  of  credit  to  insiders  of  other 
financial  institutions 

An  Order  to  Cease  and  Desist  required  the  bank  to  (1 ) 
correct  all  violations  of  law,  (2)  ensure  adequate 
staffing,  (3)  appoint  a  new  chief  executive  officer,  (4) 
appoint  a  new  senior  lending  officer;  (5)  conduct  a 
management  study,  (6)  conduct  an  analysis  at  the 
effectiveness  of  the  board  of  directors,  (7)  take  action 
to  eliminate  the  basis  of  all  criticized  assets,  (8)  obtain 
and  maintain  current  and  satisfactory  credit  informa¬ 
tion,  (9)  implement  a  written  program  to  improve  the 
bank's  loan  administration,  (10)  revise  the  bank’s  loan 
policy,  (11)  establish  an  internal  loan  review  system, 
(12)  maintain  an  adequate  allowance  for  possible  loan 
losses,  (13)  comply  with  the  requirements  of  banking 
circular  181  governing  participations,  (14)  reduce 
concentrations  of  credit  in  the  bank’s  loan  portfolio, 
(15)  maintain  the  bank’s  primary  capital  ratio  at  a 
predetermined  level,  (16)  develop  a  profit  plan,  (17) 
establish  a  program  for  the  proper  accounting  of  all 
SBA  loans  and  servicing  fees,  (18)  develop  a  written 
funds  management  policy,  (19)  refrain  from  accepting 
brokered  deposits,  and  (20)  develop  a  written  audit 
and  internal  control  program 


224.  Bank  with  assets  of  $50  to  $100  million 

Significant  asset  deterioration,  poor  earnings,  and  an 
inadequate  capital  base  were  the  major  problems 
confronting  the  institution.  Classified  assets  were  pri¬ 
marily  the  result  of  liberal  lending  practices,  which 
included  the  excessive  use  of  renewals  and  exten¬ 
sions.  Earnings  were  adversely  affected  by  a  burden¬ 
some  volume  of  nonearning  assets,  a  low  yielding 
investment  portfolio,  and  heavy  securities  losses  taken 
to  improve  yields.  Capital,  negatively  impacted  by 
deteriorated  asset  quality  and  an  asset  growth  rate 
which  had  outpaced  the  capital  growth  rate,  was 
inadequate.  Handling  of  other  real  estate  owned  was 
improper  and  contrary  to  12  CFR  7.3025 

An  Agreement  required  the  bank  to:  (1)  develop  a 
program  to  eliminate  criticized  assets;  (2)  ensure  that 
extensions  of  credit  are  in  conformity  with  loan  policies 
and  procedures;  (3)  correct  credit  information  excep¬ 
tions;  (4)  review  and  maintain  adequate  allowance  for 
possible  loan  losses;  (5)  correct  violations  of  12  CFR 
7  3025,  and  develop  a  policy  to  ensure  that  other  real 
estate  owned  is  managed  properly;  (6)  develop  a 
profit  plan  and  budgets;  (7)  achieve  and  maintain 
primary  capital  at  a  predetermined  level;  (8)  establish 
a  brokered  funds  policy;  and  (9)  declare  dividends 
only  when  in  conformity  with  stated  criteria 
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225  Bank  with  assets  of  $25  to  $50  million 

The  bank  was  operating  under  an  Agreement  which 
addressed  such  problems  as  excessive  criticized 
assets,  an  inadequate  loan  review  system,  the  need 
for  an  adequate  allowance  for  possible  loan  losses, 
lack  of  current  and  satisfactory  credit  information,  and 
many  consumer  compliance  deficiencies.  However, 
subsequent  examinations  had  revealed  substantial 
noncompliance  with  the  Agreement  as  well  as  continu¬ 
ing  deterioration  in  the  overall  condition  of  the  bank. 
Capital  problems  had  increased  Earnings  were  weak 
and  collections  efforts  were  insufficient.  These  prob¬ 
lems  were  primarily  attributable  to  inadequate  man¬ 
agement  as  well  as  ineffective  supervision  by  the 
bank’s  board 

An  Order  to  Cease  and  Desist  required  the  bank  to:  (1 ) 
establish  a  compliance  committee:  (2)  perform  a  study 
of  the  effectiveness  of  management,  the  board,  and 
directors’  committees;  (3)  correct  all  violations  of  law; 
(4)  maintain  an  effective  loan  review  system;  (5)  main¬ 
tain  an  adequate  allowance  for  possible  loan  losses; 
(6)  adopt  a  program  for  criticized  assets;  (7)  obtain 
and  maintain  current  and  satisfactory  credit  informa¬ 
tion  and  collateral  documentation;  (8)  improve  collec¬ 
tion  efforts;  (9)  take  steps  to  control  concentrations  of 
credit;  (10)  achieve  and  maintain  prescribed  levels  of 
capital;  (1 1)  refrain  from  declaring  dividends  unless  in 
accordance  with  certain  requirements;  (12)  adopt  and 
implement  a  profit  plan;  (13)  submit  status  reports  on 
all  brokered  deposits;  (14)  implement  an  improved 
internal  audit  program;  (15)  correct  internal  control 
deficiencies;  and  (16)  improve  the  bank’s  consumer 
compliance  program. 

226.  Bank  with  assets  of  more  than  $1  billion 

At  quarter-end  dates,  the  bank  was  engaged  in  trans¬ 
actions  primarily  designed  to  distort  or  realign  its  total 
balance  sheet  Such  transactions  included  the  trans¬ 
fer  of  Federal  funds  purchased  to  certain  demand 
deposit  accounts,  the  increase  of  certain  correspond¬ 
ent  accounts  on  Call  Report  dates  and  the  temporary 
increase  of  other  discretionary  accounts  at  quarter- 
end 

An  Order  to  Cease  and  Desist  required  the  bank  to 
stop  initiating  actions  to  temporarily  increase  or  re¬ 
al  gn  balance  sheet  account  totals  The  bank  was  also 
required  either  to  refile  and  republish  certain  call 
'eports  where  window-dressing  had  taken  place  or  to 
pub  tsl"  a  statement  in  a  newspaper  describing  the 
window-dressing 


227.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  deterioration  in  the  overall 
condition  of  the  subject  bank.  In  particular,  the  exami¬ 
nation  disclosed  high  levels  of  criticized  assets,  viola¬ 
tions  of  law,  an  inadequate  allowance  for  possible  loan 
losses,  and  other  operating  deficiencies,  particularly 
in  the  lending  area.  These  problems  were  primarily 
attributable  to  the  lending  practices  of  prior  manage¬ 
ment  and  ineffective  supervision  by  the  present  board 

An  Agreement  required  the  bank  to:  (1)  establish  a 
compliance  committee,  (2)  conduct  a  study  of  bank 
management  and  staffing,  (3)  appoint  a  new  chief 
executive  officer,  (4)  adopt  a  comprehensive  conflict 
of  interest  policy,  (5)  correct  violations  of  law,  (6) 
adopt  a  program  to  eliminate  the  basis  of  criticism  for 
all  criticized  assets,  (7)  obtain  and  maintain  current 
and  satisfactory  credit  information,  (8)  revise  the 
bank's  lending  policy,  (9)  improve  its  internal  loan 
review  system,  (10)  maintain  an  adequate  allowance 
for  possible  loan  losses,  (11)  adopt  a  strategic  plan, 
(12)  submit  a  detailed  budget  to  the  District  Adminis¬ 
trator,  (13)  implement  an  internal  audit  program,  and 
(14)  implement  a  consumer  compliance  program. 


228.  Bank  with  assets  of  less  than  $25  million 

An  examination  disclosed  deterioration  in  the  overall 
condition  of  the  bank.  In  particular,  the  examination 
revealed  noncompliance  with  certain  conditions  im¬ 
posed  by  OCC  in  writing  when  the  bank  was  char¬ 
tered,  violations  of  law,  and  deficiencies  in  the  bank’s 
operations,  primarily  in  the  lending  area.  The  prob¬ 
lems  were  attributable  to  ineffective  management  and 
inadequate  supervision  by  the  bank’s  board. 

An  Order  to  Cease  and  Desist  was  issued  which 
required  the  bank  to:  (1)  take  steps  to  ensure  compli¬ 
ance  with  those  conditions  imposed  in  writing  by  the 
OCC;  (2)  revise  the  bank’s  lending  policy;  (3)  maintain 
an  adequate  allowance  for  possible  loan  losses;  (4) 
refile  and  republish  certain  reports  of  condition  and 
income;  (5)  obtain  and  maintain  correct  and  satisfac¬ 
tory  credit  information;  (6)  adopt  a  program  to  elimi¬ 
nate  the  basis  of  criticism  of  all  criticized  assets;  (7) 
establish  an  internal  loan  review;  (8)  identify,  control, 
and  reduce  concentrations  of  credit;  (9)  comply  with 
the  requirements  of  Banking  Circular  181  governing 
participations;  (10)  correct  violations  of  law;  (11)  com¬ 
plete  a  written  management  study;  (12)  revise  the 
bank's  conflict  of  interest  policy;  (13)  refrain  from 
accepting  or  soliciting  any  brokered  deposits;  (14) 
implement  an  internal  audit  program,  (15)  provide  for 
an  external  audit;  (16)  correct  all  internal  control 
deficiencies;  (17)  adopt  a  strategic  plan,  and  (18) 
submit  a  detailed  budget 
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229.  Bank  with  assets  of  more  than  $1  billion 

The  bank  engaged  in  the  practice  commonly  referred 
to  as  “window-dressing”  by  initiating  actions  which 
increased  or  temporarily  realigned  its  balance  sheet 
account  totals  on  quarter-ends  and  caused  the  re¬ 
ports  of  condition  filed  under  1 2  USC  1 61  to  reflect  the 
temporarily  increased  or  realigned  totals.  The  actions 
taken  by  the  bank  at  quarter-end  included:  diversion 
of  interest-paying  federal  funds  purchased  to  demand 
deposit  accounts,  material  increases  in  certain  cor¬ 
respondent  accounts,  and  increased  takings  of  Euro¬ 
dollars. 

An  Order  to  Cease  and  Desist  required  the  bank  to:  (1 ) 
refrain  from  initiating  actions  to  increase  or  realign 
balance  sheet  account  totals  temporarily,  the  primary 
purpose  of  which  is  to  cause  the  bank’s  published 
financial  data  to  reflect  such  changes;  (2)  ensure  that 
future  published  financial  data  depict  the  bank’s  true, 
fair,  and  accurate  financial  condition;  and  (3)  publish 
in  the  newspaper(s)  that  carried  prior  call  reports,  a 
description  of  the  temporary  inflation  and  realignment 
of  account  totals  which  had  occurred. 

230.  Bank  with  assets  of  less  than  $25  million 

The  most  recent  examinations  disclosed  high  classi¬ 
fied  assets,  excessive  past-due  loans,  nonexistent 
management  supervision,  a  disproportionate  share  of 
rate-sensitive  assets,  and  insider  abuse.  A  number  of 
violations  of  law  were  noted,  including  12  USC  84  and 
375.  A  violation  of  12  USC  1 81 7(j)  was  also  cited  as  a 
result  of  undisclosed  changes  which  occurred  in  the 
membership  of  the  bank’s  controlling  shareholder 
group. 

An  Order  to  Cease  and  Desist  required  the  bank  to:  (1 ) 
appoint  a  compliance  committee  to  monitor  and  en¬ 
sure  adherence  to  the  provisions  of  the  Order;  (2) 
immediately  correct  all  violations  of  law  and  regulation 
and  adopt  procedures  to  prevent  their  recurrence;  (3) 
adopt  a  written  conflict  of  interest  policy;  (4)  obtain 
and  maintain  current  and  satisfactory  credit  informa¬ 
tion  and  stop  making  loans  without  such  documenta¬ 
tion;  (5)  adopt  a  written  program  to  improve  collection 
efforts  and  reduce  delinquent  loans;  (6)  develop  a 
program  to  eliminate  criticized  assets;  (7)  establish  a 
loan  review  function;  (8)  conduct  quarterly  reviews  of 
the  allowance  for  possible  loan  losses  and  maintain  it 
at  an  adequate  level;  (9)  adopt  a  budget  detailing  all 
proposed  balance  sheet,  income  and  expense  items; 
(10)  conduct  a  management  study  and  appoint  a  new 
chief  executive  officer,  subject  to  the  approval  of  the 
Deputy  Comptroller;  (11)  adopt  an  overdraft  policy, 
revised  lending  policy,  and  funds  management  policy: 
(12)  achieve  and  maintain  adequate  capital  and  li¬ 
quidity;  (13)  restrict  dividends;  (14)  establish  internal 


controls  and  an  internal  audit  program;  (15)  develop  a 
consumer  compliance  program,  and  (16)  ensure  ad¬ 
herence  with  internal  policies.  The  controlling  share¬ 
holders  were  instructed  to  divest  shares  of  stock 
acquired  in  violation  of  12  USC  181 7(j). 

231.  Bank  with  assets  of  $50  to  $100  million 

An  examination  revealed  deterioration  in  the  overall 
condition  of  the  bank,  especially  in  the  loan  portfolio 
The  deterioration  was  reflected  primarily  in  the  large 
volume  of  classified  assets  and  past-due  credits.  The 
decline  in  loan  quality  was  primarily  due  to  ineffective 
supervision  and  the  failure  to  analyze  current  financial 
information.  Although  the  bank  incurred  an  operating 
deficit  due  to  heavy  loan  loss  provisions,  capital  was 
considered  adequate.  Several  violations  of  law  were 
also  noted,  some  of  which  involved  insiders. 

An  Agreement  required  the  bank  to:  (1)  correct  all 
violations  of  law,  rule  and  regulation,  and  adopt  pro¬ 
cedures  to  prevent  their  recurrence;  (2)  eliminate  the 
grounds  of  criticism  to  each  criticized  asset  of  more 
than  $90,000,  and  stop  making  loans  to  borrowers 
holding  criticized  loans,  except  with  prior  board  ap¬ 
proval;  (3)  develop  a  program  to  improve  collections 
and  reduce  delinquent  loans;  (4)  review  the  suf¬ 
ficiency  and  competency  of  the  present  managerial 
staff;  (5)  appoint  an  executive  vice  president;  (6) 
implement  a  loan  review  program;  (7)  conduct  quar¬ 
terly  reviews  of  the  adequacy  of  the  bank's  allowance 
for  possible  loan  losses;  (8)  prepare  an  analysis  of 
ongoing  capital  needs  and  submit  a  written  capital 
plan;  (9)  implement  a  conflict  of  interest  policy;  (10) 
restrict  transactions  with  affiliates;  and  (11)  develop 
brokered  funds  policies. 

232.  Bank  with  assets  of  $50  to  $100  million 

A  recent  examination  revealed  that  the  bank  had  been 
operating  contrary  to  several  provisions  in  a  formal 
Agreement  it  had  entered  into  with  OCC.  The  bank 
was  in  need  of  a  new  senior  lending  officer  and  other 
management  problems  existed.  Violations  of  law  were 
found  including  a  violation  of  12  USC  371c  which 
involved  the  advancing  of  funds  to  the  bank’s  holding 
company  to  pay  holding  company  debt.  The  bank  had 
excess  criticized  assets  and  its  lending  policy  and 
loan  review  system  were  inadequate.  The  allowance 
for  possible  loan  losses  was  inadequate  and  delin¬ 
quencies  were  high.  Many  loans  lacked  current  and 
satisfactory  credit  information  and  collateral  excep¬ 
tions  were  numerous.  The  bank's  capital  had  fallen 
below  an  acceptable  level  and  the  existing  capital 
plan  was  not  sufficient  to  strengthen  it  The  bank's 
earnings  could  not  support  dividend  payments  to  the 
holding  company.  The  bank  had  done  no  planning  to 
improve  earnings,  address  the  bank's  growth,  or 
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budget  tor  forthcoming  years  Finally,  the  bank  had  no 
written  consumer  compliance  program. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
employ  a  new  senior  lending  officer  and  conduct  a 
study  of  the  bank's  management  and  correct  any 
deficiencies  found.  Violations  of  law  and  regulation 
were  to  be  corrected  and  advances  to  the  bank's 
holding  company  restricted  unless  they  conformed 
with  Banking  Circular  115  and  the  bank's  board  of 
directors  had  determined  that  the  advances  were 
lawful  and  advantageous  to  the  bank.  The  bank  was 
further  called  upon  to  adopt  and  implement  a  written 
program  addressing  criticized  assets  and  the  causes 
of  criticism,  further  advances  to  borrowers  whose 
loans  were  criticized  were  restricted.  The  lending 
policy  was  to  be  revised  and  the  loan  review  system 
expanded  to  meet  specific  minimum  standards.  The 
adequacy  of  the  allowance  for  possible  loan  losses 
was  to  be  reviewed  periodically  and  a  program  estab¬ 
lished  to  maintain  the  allowance  at  an  adequate  level. 
Immediate  action  was  required  to  reduce  and  control 
the  level  of  delinquencies,  and  collateral  exceptions 
were  to  be  corrected.  Current  and  satisfactory  credit 
information  was  to  be  obtained  for  all  loans  cited  as 
lacking  it  in  the  report  of  examinations  and  for  all  future 
loans.  Capital  was  to  reach  a  specified  level  by  a 
particular  future  date  and  a  capital  plan  was  to  be 
devised  to  maintain  capital  strength.  Dividends  were 
restricted.  Strategic  planning  on  earnings,  growth  and 
future  prospects  was  required,  and  a  budget  was 
called  for.  Brokered  funds  were  forbidden.  Finally,  a 
consumer  compliance  program  was  to  be  developed 
and  implemented. 

233.  Bank  with  assets  of  more  than  $1  billion 

The  bank  was  temporarily  inflating  and/or  realigning 
account  totals  at  quarter-end.  This  was  a  violation  of 
1 2  USC  1 61  when  these  totals  appeared  on  official  call 
reports. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
stop  initiating  actions  to  temporarily  increase  or  re¬ 
align  balance  sheet  account  totals  The  bank  was  also 
required  either  to  refile  and  republish  certain  call 
reports  where  "window-dressing"  had  taken  place  or 
to  publish  a  statement  in  a  newspaper  describing  the 
"window-dressing" 

234  Bank  with  assets  of  $100  to  $500  million 

A  recent  examination  revealed  that  unsatisfactory 
ending  and  collection  practices  had  caused  notable 
deterioration  at  this  institution  A  substantial  increase 
n  the  level  of  classified  assets  had  taken  place 
A  though  a  majority  of  the  classified  assets  were 
energy  re  nted  a  large  amount  of  severely  criticized 


assets  were  in  the  installment  lending  area  The  ex¬ 
amination  disclosed  poor  loan  portfolio  management 
practices  manifested  by  the  lack  of  realistic  repay¬ 
ment  programs  as  well  as  a  failure  to  require  proper 
loan  performance,  poor  earnings,  a  strained  capital 
position  and  an  inadequate  allowance  for  possible 
loan  and  lease  losses.  An  inadequate  allowance  for 
possible  loan  losses  resulted  in  the  filing  of  amended 
reports  of  condition  and  income.  Most  of  the  bank's 
policies  and  procedures  needed  revision.  Several 
violations  of  law  were  noted. 

An  Agreement  required  the  bank  to  adopt  and  imple¬ 
ment  a  written  program  designed  to  collect, 
strengthen  or  otherwise  eliminate  the  grounds  of  criti¬ 
cism  for  all  criticized  assets.  The  bank  agreed  it  would 
refrain  from  extending  additional  credit  to  borrowers 
whose  loans  had  been  criticized  unless  failure  to  do  so 
would  be  substantially  detrimental  to  the  bank  and  any 
further  extensions  were  approved  by  a  majority  of  the 
board.  The  bank  agreed  to  review  and  revise  its 
written  lending  policy  and  to  adopt  and  implement 
written  policies  and  procedures  to  reduce  unwar¬ 
ranted  concentrations  of  credit.  The  bank  agreed  to 
implement  policies  and  procedures,  in  accordance 
with  the  “Instructions  for  Preparation  of  Reports  of 
Condition  and  Income”  to  ensure  that  all  official  and 
regulatory  reports  filed  by  the  bank  accurately  reflect 
the  bank's  condition  on  the  date  for  which  such 
reports  are  submitted.  The  adequacy  of  the  bank’s 
allowance  for  possible  loan  losses  was  to  be  reviewed 
at  least  quarterly  and  a  program  was  to  be  established 
for  the  maintenance  of  an  adequate  allowance.  The 
bank  agreed  to  develop  a  3-year  capital  plan  and  to 
restrict  dividends.  The  bank  agreed  to  correct  viola¬ 
tions  of  laws  and  to  develop  and  implement  a  written 
funds  management  policy.  The  District  Office  was  to 
be  notified  when  the  bank’s  brokered  funds  exceed  5 
percent  of  total  deposits,  and  notification  is  to  continue 
each  month  until  the  level  declines  below  5  percent. 
Finally,  the  bank  agreed  to  implement  a  written  pro¬ 
gram  designed  to  improve  and  strengthen  collection 
efforts. 

235.  Bank  with  assets  of  more  than  $1  billion 

A  recent  examination  revealed  that  the  bank’s  prob¬ 
lems  were  primarily  related  to  asset  quality,  which  had 
suffered  from  rapid  and  poorly  controlled  loan  growth 
In  addition,  liquidity  and  funding  had  become  maior 
problems  The  bank  was  also  "window-dressing"  con¬ 
trary  to  12  USC  161  The  bank  was  operating  under  a 
written  Agreement  with  the  Comptroller’s  Office  which 
was  no  longer  addressing  the  bank's  problems 

An  Amended  Agreement  required  an  independent 
loan  review  system,  an  adequate  allowance  for  pos- 


sible  loan  losses,  and  the  maintenance  of  primary 
capital  at  a  fixed  minimum  proportion  of  total  assets. 
The  bank  was  restricted  as  to  its  dividend  payments 
and  payment  of  management  fees.  The  bank  was 
required  to  reduce  its  dependence  on  volatile  li¬ 
abilities,  maintain  an  acceptable  loan  to  deposit  ratio, 
revise  its  strategic  plan,  and  cease  and  correct  viola¬ 
tions  of  12  USC  161. 

236.  Bank  with  assets  of  $100  to  $500  million 

The  examination  revealed  a  large  number  of  classified 
assets,  an  ineffective  loan  review  process,  a  large 
negative  sensitivity  gap,  and  strained  primary  capital. 
Management  weaknesses  were  evident  and  several 
violations  of  law  and  regulations  were  found.  Loans 
were  often  made  with  inadequate  credit  information. 
The  allowance  for  possible  loan  losses  needed  to  be 
reviewed  on  a  recurring  basis.  A  written  policy  govern¬ 
ing  funds  management  was  lacking. 

An  Agreement  required  correction  of  violations  of  law 
and  regulation,  a  management  study,  a  program  to 
eliminate  criticized  loans,  and  a  loan  review  system. 
There  also  were  articles  addressing  adequate  credit 
information,  a  regular  allowance  for  possible  loan 
losses  review,  funds  management  and  a  trust  proce¬ 
dures.  The  bank  was  required  to  maintain  primary 
capital  at  a  predetermined  minimum  level  relative  to 
total  assets. 

237.  Bank  with  assets  of  less  than  $25  million 

The  bank  had  a  high  level  of  criticized  assets,  ineffec¬ 
tive  management,  an  inadequate  allowance  for  pos¬ 
sible  loan  losses  and  capital,  and  liquidity  and  funds 
management  problems.  The  lending  policy  needed 
revision  and  the  bank  had  no  policy  governing  conflict 
of  interest.  The  loan  review  system  was  inadequate. 
Management  was  believed  to  be  inadequate  and 
capital  was  weak.  Liquidity  was  strained.  A  funds 
management  policy  was  needed. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
implement  a  program  to  address  criticized  assets  and 
improve  collection  efforts.  The  Order  required  revision 
of  the  lending  policy,  establishment  of  a  conflict  of 
interest  policy,  loan  review  system,  and  a  manage¬ 
ment  review.  Primary  capital  was  to  be  maintained  at  a 
fixed  ratio  relative  to  total  assets.  Liquidity  was  to  be 
reviewed  and  a  funds  management  policy  imple¬ 
mented. 

238.  Bank  with  assets  of  less  than  $25  million 

The  bank  was  operating  under  an  Order  to  Cease  and 
Desist.  Since  that  Order  had  been  issued  the  bank 
had  experienced  a  continuing  deterioration,  with  new 


concern  about  possible  insider  borrowings  Also,  in¬ 
accurate  call  reports  had  been  filed  in  violation  of  12 
USC  161. 

An  Amended  Order  to  Cease  and  Desist  required 
conformance  by  the  bank  with  its  new  conflict  of 
interest  policy,  refiling  of  call  reports,  and  veto  power 
by  the  Deputy  Comptroller  over  future  chief  executive 
officers  hired. 

239.  Bank  with  assets  of  $100  to  $500  million 

A  recent  examination  revealed  that  criticized  assets 
were  high  and  capital  was  extremely  low.  The  decline 
in  capital  was  attributed  to  rapid  growth  in  installment 
loans  and  an  increased  volume  of  pooled  mortgages 
The  bank  also  had  an  inadequate  allowance  for  pos¬ 
sible  loan  losses,  violations  of  law,  and  an  inadequate 
internal  audit  program. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
inject  capital  and  develop  a  plan  to  limit  asset  growth 
and  a  profit  plan.  The  bank  had  to  implement  pro¬ 
grams  addressing  criticized  assets  and  collection 
efforts.  A  loan  review  system  and  funds  management 
policy  were  required.  Periodic  review  of  the  allowance 
for  possible  loan  losses  and  an  internal  audit  program 
were  also  required. 

240.  Bank  with  assets  of  $25  to  $50  million 

Classified  assets  were  extremely  high.  The  bank  had 
an  inadequate  lending  policy,  weak  credit  administra¬ 
tion,  inadequate  allowance  for  possible  loan  losses, 
and  violations  of  law  and  regulation  existed. 

An  Order  to  Cease  and  Desist  required  that  an  outside 
consultant  review  management.  The  bank  was  also 
required  to  implement  a  program  to  eliminate  criti¬ 
cized  assets,  revise  the  lending  policy,  improve  col¬ 
lection  efforts,  maintain  primary  capital  at  a  predeter¬ 
mined  level,  increase  its  allowance  for  possible  loan 
losses,  and  correct  all  violations  of  law  and  regula¬ 
tions. 

241.  Bank  with  assets  of  $25  to  $50  million 

A  recent  examination  revealed  significant  deteriora¬ 
tion  in  the  bank's  condition.  The  bank  had  entered  into 
an  Agreement  with  the  OCC  which  addressed  prob¬ 
lems  in  bank  management  and  board  supervision, 
loan  administration,  funds  management,  conflicts  of 
interest,  and  investment  policy  The  Agreement,  how¬ 
ever,  had  not  stopped  the  bank's  decline 

An  Order  to  Cease  and  Desist  required  the  bank  to 
employ  an  outside  management  consultant  to  study 
management  and  a  special  counsel  to  review  certain 
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extensions  of  credit  The  bank  was  to  address  criti¬ 
cized  assets,  amend  the  loan  policy,  establish  a  loan 
review  system  and  review  the  allowance  for  possible 
loan  losses  Also,  the  bank  was  required  to  develop  an 
independent  internal  audit  program. 

242.  Bank  with  assets  of  $100  to  $500  million 

Classified  assets  were  high  and  loan  administration 
was  inadequate,  as  was  board  supervision.  There  also 
was  potential  insider  abuse  of  bank  funds  for  personal 
use  The  funds  management  policy  was  inadequate. 
The  liquidity  was  marginal  and  specific  plans  for  future 
capital  needs  and  business  strategy  were  lacking. 
There  was  no  internal  audit  program  and  several 
internal  control  deficiencies  were  cited 

An  Agreement  required  a  criticized  asset  program, 
revision  of  the  lending  policy  and  establishment  of  a 
loan  review  system  Employment  of  a  special  counsel 
was  required  to  look  into  spending  of  bank  funds, 
possibly  for  future  use.  A  conflict  of  interest  policy  was 
required,  as  was  a  study  of  board  supervision.  The 
bank  was  required  to  revise  its  funds  management 
policy,  investment  policy,  and  to  review  liquidity 
monthly.  A  capital  plan,  strategic  business  plan,  and 
budget  were  required.  An  internal  audit  program  was 
to  be  developed  and  internal  control  deficiencies  were 
to  be  corrected. 

243.  Bank  with  assets  of  $25  to  $50  million 

A  recent  examination  revealed  that  the  bank’s  prob¬ 
lems  stemmed  from  ineffective  supervision  by  the 
board  and  senior  management.  Loans  were  generally 
collateralized  by  real  estate  with  undue  reliance  on 
collateral  and  minimal  credit  analysis.  As  a  result, 
large  loan  losses  had  occurred  and  the  volume  of 
nonaccrual  loans  had  increased  In  addition,  invest¬ 
ment  practices  and  balance  sheet  repositioning  had 
left  the  bank  with  a  severely  negative  rate-sensitivity 
gap  and  strained  liquidity.  As  a  result  of  poor  earn¬ 
ings,  capital  had  declined  to  an  inadequate  level. 
Numerous  violations  of  banking  law  and  consumer 
regulations  were  cited. 

An  Agreement  required  the  bank  to:  (1)  correct  each 
violation  of  law  and  develop  procedures  to  prevent 
their  recurrence,  (2)  conduct  a  study  of  management 
adequacy.  (3)  revise  the  bank's  written  loan  policy;  (4) 
establish  a  formal  loan  review  system;  (5)  review  and 
maintain  the  allowance  for  possible  loan  losses  at  an 
adequate  level,  (6)  reduce  the  level  of  criticized  assets 
and  restrict  further  advances  to  criticized  borrowers; 
(7)  charge  off  all  interest  on  loans  which  should  be  in 
a  nonaccrual  status,  and  adopt  a  policy  for  recogmz- 
ng  nonaccrual  loans,  (8)  implement  a  written  program 
*o  improve  or  strengthen  collection  efforts,  (9)  revise 


the  bank’s  written  liquidity,  asset  and  liability  manage¬ 
ment  policy;  (10)  adopt  a  trading  account  policy  prior 
to  engaging  in  such  activity;  (11)  develop  a  profit 
program;  (12)  achieve  and  maintain  primary  capital  at 
a  predetermined  ratio  relative  to  total  assets;  (13)  pay 
no  dividends  without  the  prior  approval  of  the  District 
Administrator;  (14)  develop  a  written  consumer  com¬ 
pliance  program;  (15)  correct  or  mitigate  internal 
controls  exceptions;  and  (16)  notify  the  District  Admin¬ 
istrator  whenever  the  level  of  brokered  funds  exceeds 
5  percent  of  total  deposits. 

244.  Bank  with  assets  of  $50  to  $100  million 

Rapid  and  unchecked  asset  growth  had  caused  the 
subject  bank's  primary  capital  to  total  asset  ratio  to 
decline  dramatically  following  a  change  in  control  of 
the  bank.  The  bank  had  been  operating  under  an 
Order  to  Cease  and  Desist.  Attempts  by  the  OCC  to 
obtain  capital  infusions  or  commitments  to  restrict 
resource  growth  had  been  unsuccessful. 

An  Amended  Order  to  Cease  and  Desist  required  the 
bank  to  achieve  and  maintain  a  predetermined  pri¬ 
mary  capital/total  asset  ratio  by  the  end  of  the  next 
quarter. 

245.  Bank  with  assets  of  less  than  $25  million 

A  recent  examination  disclosed  that  the  bank  had 
poor  asset  quality,  declining  earnings  position,  re¬ 
peated  violations  of  law  and  regulation,  and  poor 
board  of  director  and  management  supervision.  Asset 
deterioration  was  marked  by  high  past-due  levels, 
increased  severity  of  asset  classifications,  and  large 
loan  losses.  Earnings  performance  had  been  affected 
by  required  provisions  to  the  allowance  for  possible 
loan  losses  and  weak  net  interest  margins  which 
resulted  from  increased  levels  of  nonearning  assets. 
Weak  supervision  by  the  board  and  executive  man¬ 
agement  was  considered  the  primary  reason  for  the 
bank’s  problems.  Lack  of  adequate  supervision  was 
evidenced  by  inadequate  loan  administration,  poor 
internal  audit  function,  nonadherence  to  bank  policy, 
noncompliance  with  laws  and  regulations,  and  failure 
to  correct  previously  identified  deficiencies.  An  exist¬ 
ing  Agreement  with  the  bank  had  not  been  successful 
in  obtaining  corrections  of  existing  problems. 

An  Order  to  Cease  and  Desist  was  issued  The  Order 
required  the  bank  to  correct  all  violations  of  law,  rule 
and  regulation  and  adopt  procedures  to  prevent  their 
recurrence  Board  members  were  to  reimburse  the 
bank  for  losses  sustained  on  12  USC  84  violations.  An 
evaluation  of  present  management  was  to  be  per¬ 
formed  and  a  capable  commercial  loan  officer  was  to 
be  hired  The  bank  was  to  (1)  eliminate  the  grounds 
for  criticism  of  each  asset  of  more  than  $25,000  and 
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stop  making  loans  to  borrowers  holding  criticized 
loans  without  board  certification;  (2)  adopt  and  imple¬ 
ment  a  program  to  control  delinquency  levels  and 
improve  recovery  levels;  (3)  maintain  an  adequate 
allowance  for  possible  loan  losses;  (4)  correct  all 
credit  and  collateral  exceptions;  and  (5)  obtain  and 
analyze  current  and  satisfactory  credit  information 
prior  to  extending  credit  in  any  form;  (6)  develop  and 
implement  an  earnings  and  budget  plan  and  capital 
plan  to  ensure  that  primary  capital  is  maintained  at  a 
predetermined  ratio  to  total  assets;  (7)  reverse  any 
interest  accrued  contrary  to  call  report  instructions; 
and  (8)  initiate  a  satisfactory  internal  audit  function. 

246.  Bank  with  assets  of  $25  to  $50  million 

A  recent  examination  had  revealed  inadequate  super¬ 
vision  by  the  board  of  directors  and  failure  by  man¬ 
agement  to  adhere  to  sound  lending  practices.  Clas¬ 
sified  assets  were  excessive.  Heavy  loan  losses  had 
contributed  to  poor  earnings  and  deteriorating  capital. 
Written  policies  in  several  key  areas  had  not  been 
adopted  or  had  not  been  followed.  Violations  of  law 
were  cited.  Audit  deficiencies  were  prevalent. 

An  Agreement  required  the  bank  to:  (1)  correct  viola¬ 
tions  of  law,  including  adopting  procedures  to  prevent 
future  violations;  (2)  conduct  a  study  of  the  adequacy 
of  current  management  and  board  supervision;  (3) 
require  management  to  act  in  conformity  with  board 
policies;  (4)  develop  a  program  to  eliminate  criticized 
assets;  (5)  submit  periodic  reports  on  the  status  of 
criticized  assets;  (6)  evaluate  the  abilities  and  depth  of 
management  with  regard  to  the  administration  of  the 
loan  portfolio;  (7)  appoint  or  employ  a  capable  person 
to  serve  as  senior  lending  officer;  (8)  develop  a 
program  to  improve  collection  efforts;  (9)  develop  a 
policy  addressing  nonaccrual  loans;  (10)  develop  a 
program  to  address  delinquent  loans  and  credit  and 
collateral  exceptions;  (11)  develop  a  loan  review  pro¬ 
gram;  (12)  periodically  review  the  adequacy  of  the 
allowance  for  possible  loan  losses;  (13)  develop  a 
program  to  improve  earnings;  (14)  achieve  and  main¬ 
tain  capital  adequacy;  (15)  develop  a  written  capital 
program;  (16)  correct  audit  deficiencies  and  develop 
a  program  to  improve  the  internal  audit  function;  (17) 
adopt  and  implement  a  strategic  plan  for  the  bank; 
and  (18)  formulate  a  policy  concerning  the  use  of 
brokered  funds. 

247.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  that  the  bank  was  in  un¬ 
satisfactory  condition  due  principally  to  management 
and  board  supervision  deficiencies.  Classified  assets 
were  excessive.  Credit  exceptions  were  inordinately 
high.  Earnings  had  suffered  markedly  from  loan  losses 
and  the  need  for  a  large  loan  loss  provision  to  replen¬ 


ish  the  inadequate  allowance  for  possible  loan  losses 
Numerous  violations  of  law  were  cited  Supervision 
deficiencies  and  weaknesses  were  also  cited  in  the 
areas  of  funds  management,  profit  planning,  strategic 
planning  and  consumer  compliance 

An  Agreement  required:  (1)  a  written  program  to 
remove  each  criticized  asset  in  excess  of  $25,000 
from  criticized  status;  (2)  establishment  of  a  loan 
review  system  for  the  purpose  of  identifying  problem 
credits;  (3)  maintenance  of  satisfactory  credit  informa¬ 
tion  and  correction  of  collateral  exceptions;  (4)  review 
of  the  allowance  for  possible  loan  losses  and  its 
maintenance  at  an  adequate  level;  (5)  correction  of 
violations  of  law,  rule  and/or  regulation;  (6)  perform¬ 
ance  of  a  management  and  board  supervision  study, 
with  action  to  remedy  deficiencies;  (7)  development 
and  implementation  of  appropriate  internal  and  exter¬ 
nal  audit  programs;  (8)  development  of  a  3-year 
capital  plan;  (9)  development  and  implementation  of  a 
written  consumer  compliance  plan;  (10)  adoption  and 
implementation  of  a  strategic  plan;  (11)  development 
of  a  profit  plan  to  provide  for  sustained  earnings  (12) 
monthly  review  and  reporting  on  liquidity  with  ap¬ 
propriate  action  required;  (13)  development  and  im¬ 
plementation  of  a  written  funds  management  plan; 
(14)  compliance  with  Banking  Circular  115;  and  (15) 
adoption  and  implementation  of  a  nonaccrual  policy. 

248.  Bank  with  assets  of  $500  million  to  $1  billion 

An  examination  disclosed  deterioration  in  the  bank's 
condition.  The  volume  of  classified  assets  had  in¬ 
creased  to  an  unacceptable  level  and  loan  administra¬ 
tion  and  supervision  were  considered  unsatisfactory 
Violations  of  consumer  laws  were  disclosed.  Internal 
loan  review  procedures  were  inadequate  and  there 
was  an  unacceptable  level  of  documentation  excep¬ 
tions.  A  concentration  in  bank  stock  carry  loans  was 
identified.  Poor  quality  loans  had  been  sold  and 
repurchased. 

A  Memorandum  of  Understanding  required  the  board 
to  develop  a  written  program  to  remove  each  criticized 
asset  from  that  status,  certify  the  reasons  for  any 
additional  extensions  of  credit  to  criticized  borrowers, 
maintain  an  effective  problem  loan  identification  sys¬ 
tem,  establish  procedures  to  ensure  that  an  adequate 
allowance  for  possible  loan  losses  was  maintained 
develop  and  implement  a  written  consumer  compli¬ 
ance  program,  conduct  a  management  study,  review 
and  revise  the  lending  policy,  improve  loan  adminis¬ 
tration,  review  concentrations,  purchase  or  sell  loans 
or  participations  only  in  accordance  with  Banking 
Circular  181,  correct  violations  of  law,  report  brokered 
deposits,  and  review  and  revise  the  internal  audit 
program 
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249  Bank  with  assets  of  $25  to  $50  million 

An  examination  disclosed  significant  rapid  deteriora¬ 
tion  in  the  bank's  condition  The  volume  of  classified 
assets  had  increased  to  an  unacceptable  level  and 
loan  administration  and  supervision  were  considered 
ineffective  The  allowance  for  possible  loan  losses  was 
inadequate  and  a  provision  was  made  during  the 
examination  The  chief  executive  officer  was  not  de¬ 
voting  sufficient  time  to  the  bank,  and  board  super¬ 
vision  was  inadequate.  Excessive  fees  were  paid  to 
the  chief  executive  officer  and  the  holding  company. 
Loan  participations  of  poor  quality  had  been  bought 
from  and  sold  to  affiliates  with  insufficient  documenta¬ 
tion  Other  real  estate  owned  lacked  appraisals  and 
adequate  policies.  Accrued  interest  on  loans  had  not 
been  properly  accounted  for.  Violations  of  several 
laws  and  regulations  were  noted,  including  numerous 
consumer  violations.  Funds  management  policies 
were  considered  inadequate.  Electronic  data  proc¬ 
essing  security  and  controls  were  not  satisfactory. 

An  Order  to  Cease  and  Desist  required  the  board  to: 
(1)  develop  a  written  program  to  remove  each  criti¬ 
cized  asset  from  that  status,  (2)  certify  the  reasons  for 
any  additional  extensions  of  credit  to  criticized  bor¬ 
rowers,  (3)  implement  an  effective  loan  policy,  (4) 
establish  procedures  to  ensure  that  an  adequate 
allowance  for  possible  loan  losses  was  maintained,  (5) 
adopt  and  implement  policies  governing  the  super¬ 
vision  and  control  of  nonaccrual  loans,  (6)  develop 
and  implement  a  consumer  compliance  program,  (7) 
appoint  a  new  chief  executive  officer,  (8)  do  a  man¬ 
agement  study,  (9)  correct  violations  of  law,  (10) 
improve  methods  of  loan  participation  operations,  (11) 
improve  loan  administration,  (12)  establish  a  problem 
loan  identification  system,  (13)  obtain  appraisals  on 
real  estate  used  as  collateral,  (14)  improve  other  real 
estate  owned  management,  (15)  obtain  an  indepen¬ 
dent  audit  of  accrued  interest,  (16)  cease  payment  of 
fees  to  the  chief  executive  officer,  (17)  obtain  re¬ 
imbursement  of  excessive  fees,  (18)  maintain  capital 
at  a  predetermined  percentage  of  total  assets,  (19) 
develop  a  funds  management  policy,  (20)  ensure 
adequate  liquidity,  (21)  obtain  an  audit  of  the  bank's 
financial  statements,  (22)  develop  an  internal  audit 
program,  (23)  correct  internal  control  deficiencies, 
(24)  engage  an  electronic  data  processing  consultant, 
and  (25)  cease  purchase  of  loans  from  affiliates. 

250  Bank  with  assets  of  $50  to  $100  million 

An  examination  disclosed  significant  deterioration  in 
the  bank's  condition  The  bank  was  in  partial  violation 
of  an  earlier  Agreement  Capital  had  declined  to  an 
unacceptable  level  and  earnings  had  declined  Li¬ 
quidity  //as  not  adequate  The  volume  of  classified 
assets  had  increased,  and  loan  administration  and 


supervision  were  considered  ineffective.  The  allow¬ 
ance  for  possible  loan  losses  was  inadequate.  In¬ 
accurate  call  reports  had  been  filed  since  1982  be¬ 
cause  of  failure  to  write  off  loan  losses.  Several  viola¬ 
tions  of  law  and  regulation  were  reported 

An  Order  to  Cease  and  Desist  required  the  bank  to:  (1) 
develop  a  written  program  to  remove  each  criticized 
asset  from  that  status,  (2)  certify  the  reasons  for  any 
additional  extensions  of  credit  to  criticized  borrowers, 
(3)  implement  an  effective  problem  loan  identification 
system,  (4)  establish  procedures  to  ensure  that  an 
adequate  allowance  for  possible  loan  Isoses  is  main¬ 
tained,  (5)  ref ile  and  republish  call  reports,  (6)  conduct 
a  management  study,  (7)  achieve  a  predetermined 
primary  capital  to  total  assets  ratio,  (8)  pay  dividends 
only  when  consistent  with  the  capital  plans,  (9)  de¬ 
velop  and  implement  a  loan  administration  program 
and  a  profit  plan,  (10)  revise  funds,  management 
policy,  (11)  obtain  satisfactory  credit  information,  (12) 
correct  violations  of  law,  and  (13)  correct  internal 
control  deficiencies. 

251.  Bank  with  assets  of  $100  to  $500  million 

An  examination  disclosed  significant  deterioration  in 
the  bank’s  condition.  The  volume  of  classified  assets 
had  increased,  earnings  had  declined  and  loan  ad¬ 
ministration  and  supervision  were  considered  ineffec¬ 
tive.  The  allowance  for  possible  loan  losses  was 
inadequate  and  a  provision  was  made  during  the 
examination.  Violations  of  law  were  disclosed.  Con¬ 
centrations  were  identified.  The  bank  had  been  with¬ 
out  a  commercial  loan  officer  for  over  a  year.  Funds 
management  practices  were  considered  inadequate. 

An  Agreement  required  the  board  to  develop  a  written 
program  to  remove  each  criticized  asset  from  that 
status,  certify  the  reasons  for  any  additional  exten¬ 
sions  of  credit  to  criticized  borrowers,  implement  an 
effective  problem  loan  identification  system,  establish 
procedures  to  ensure  that  an  adequate  allowance  for 
possible  loan  losses  was  maintained,  adopt  and  im¬ 
plement  policies  governing  the  supervision  and  con¬ 
trol  of  nonaccrual  loans  and  employ  a  capable  senior 
lending  officer.  The  bank  was  also  required  to  review 
and  revise  the  lending  policy,  obtain  satisfactory 
credit  information,  correct  collateral  exceptions, 
strengthen  collection  efforts,  monitor  concentrations, 
develop  a  funds  management  policy,  correct  viola¬ 
tions  of  law,  make  a  management  study,  prepare  a 
business  plan  and  budget,  and  develop  and  imple¬ 
ment  an  internal  audit  program. 

252.  Bank  with  assets  of  $25  to  $50  million 

An  examination  showed  that  classified  assets  had 
increased  to  an  inordinate  level  Past-due  loans  were 
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high.  The  allowance  for  possible  loan  losses  was 
inadequate  to  both  absorb  losses  recognized  at  the 
examination  and  support  the  volume  of  risk  assets. 
Asset  quality  problems  were  the  result  of  depressed 
economic  conditions  with  some  prior  loan  supervision 
problems  contributing;  i.e. ,  the  failure  to  recognize 
potential  problems  at  the  earliest  stages.  Management 
and  management  systems  were  viewed  as  satisfac¬ 
tory.  Concern  about  future  earnings  was  indicated 
should  loan  quality  deteriorate. 

An  Agreement  required:  (1)  a  written  program  to 
remove  each  criticized  asset  of  more  than  $30,000 
from  its  criticized  status;  (2)  a  monthly  review  of  each 
criticized  asset  in  excess  of  that  limit;  (3)  prohibitions 
regarding  extension  of  credit  to  borrowers  with  loans 
in  excess  of  that  limit  without  prior  approval  from  a 
majority  of  the  board;  (4)  quarterly  review  of  the 
allowance  for  possible  loan  losses  account  and  main¬ 
tenance  at  an  adequate  level;  and  (5)  operation  of  a 
3-year  profit  plan  inclusive  of  budgets. 

253.  Bank  with  assets  of  $25  to  $50  million 

An  examination  reflected  that  the  bank  was  in  un¬ 
satisfactory  condition.  Classified  assets  were  exces¬ 
sive  and  numerous  loan  supervision  deficiencies  were 
noted.  The  allowance  for  possible  loan  losses,  earn¬ 
ings  and  capital  were  all  considered  marginal  and 
future  adequacy  was  of  concern  due  to  deteriorating 
asset  quality  trends.  Policies  were  not  formalized  in 
several  areas  and  audit  and  control  deficiencies  were 
noted. 

An  Agreement  required:  (1)  a  written  program  to 
remove  each  criticized  asset  of  more  than  $24,000 
from  criticized  status;  (2)  acquisition  and  maintenance 
of  adequate  credit  information;  (3)  revision  of  the 
bank’s  written  lending  policy;  (4)  review  and  revision 
of  the  credit  review  and  problem  loan  identification 
system;  (5)  development  and  implementation  of  a 
funds  management  policy;  (6)  development  of  a  3- 
year  capital  plan;  (7)  development  and  implementa¬ 
tion  of  a  written  consumer  compliance  program;  and 
(8)  development  and  implementation  of  an  electronic 
data  processing  audit  program. 

254.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  deterioration  in  the  overall 
condition  of  the  bank.  In  particular,  the  examination 
disclosed  numerous  violations  of  law,  inflation  of  the 
bank’s  balance  sheet  on  call  report  dates,  high  levels 
of  credit  exceptions,  and  numerous  transactions  be¬ 
tween  the  bank  and  its  affiliates.  These  problems  were 
primarily  attributable  to  inadequate  management,  in¬ 
effective  supervision  by  the  bank’s  board  of  directors 


and  unsafe  and  unsound  lending  practices  by  the 
bank’s  loan  officers. 

An  Agreement  required  the  bank  to  (1)  establish  a 
compliance  committee;  (2)  conduct  a  written  study  of 
the  adequacy  of  bank  management  and  board  super¬ 
vision;  (3)  ensure  that  certain  owners  of  the  bank 
refrain  from  engaging  in  certain  transactions  on  behalf 
of  the  bank;  (4)  correct  violations  of  12  USC  84  (5) 
correct  all  other  violations  of  law;  (6)  refrain  from 
initiating  any  actions  to  increase  or  realign  balance 
sheet  or  income  statement  account  totals,  the  primary 
purpose  of  which  to  cause  the  bank’s  published 
financial  data  to  reflect  temporarily  increased  or  re¬ 
aligned  totals;  (7)  adopt  a  written  comprehensive 
conflict  of  interest  policy;  (8)  ensure  that  all  trans¬ 
actions  between  the  bank  and  its  affiliates  are  con¬ 
ducted  consistent  with  the  requirements  of  12  USC 
371c;  (9)  revise  the  bank's  lending  policy;  (10)  imple¬ 
ment  a  written  program  to  improve  the  bank's  loan 
administration;  (11)  obtain  and  maintain  current  and 
satisfactory  credit  information;  (12)  revise  the  bank's 
funds  management  policy;  (13)  report  on  the  level  of 
brokered  deposits;  (14)  revise  the  bank's  investment 
policy;  (15)  maintain  an  adequate  allowance  for  pos¬ 
sible  loan  losses;  (16)  develop  a  3-year  capital  pro¬ 
gram. 

255.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  significant  deterioration  in 
the  overall  condition  of  the  bank.  In  particular,  the 
examination  disclosed  extremely  high  levels  of  classi¬ 
fied  assets,  inadequate  capital,  and  numerous  viola¬ 
tions  of  law.  These  problems  were  primarily  attribut¬ 
able  to  ineffective  supervision  by  the  bank's  board  of 
directors  and  inadequate  management.  Current  and 
satisfactory  credit  information  was  lacking.  The  collec¬ 
tion  program  was  poor  and  the  bank  needed  a  loan 
review  system.  The  bank  was  not  adhering  to  its  funds 
management  program.  An  internal  audit  program  was 
needed.  Consumer  compliance  was  poor  The  allow¬ 
ance  for  possible  loan  losses  had  not  been  maintained 
at  an  adequate  level. 

An  Order  to  Cease  and  Desist  required  the  bank  to:  (1) 
achieve  and  obtain  prescribed  levels  of  equity  capital. 
(2)  refrain  from  paying  or  declaring  dividends  unless 
in  accordance  with  certain  requirements,  (3)  appoint  a 
new  chief  executive  officer,  (4)  appoint  a  new  senior 
lending  officer,  (5)  conduct  a  management  study,  (6) 
adopt  a  comprehensive  conflict  of  interest  policy,  (7) 
adopt  a  written  program  to  eliminate  the  basis  of 
criticism  for  all  criticized  assets,  (8)  obtain  and  main¬ 
tain  current  and  satisfactory  credit  information,  (9) 
improve  the  bank’s  collection  efforts,  (10)  ensure 
adherence  to  the  bank's  loan  policy,  (11)  implement 
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procedures  governing  nonaccrual  loans,  (12)  estab¬ 
lish  an  internal  loan  review  system,  (13)  implement 
policies  and  procedures  to  control  concentrations, 
(14)  maintain  an  adequate  allowance  for  possible  loan 
losses,  (15)  correct  all  violations  of  law,  (16)  imple¬ 
ment  a  consumer  compliance  program,  (17)  ensure 
adherence  to  the  bank  s  funds  management  policy, 
(18)  refrain  from  accepting  or  soliciting  any  brokered 
deposits,  (19)  submit  a  3-year  business  plan,  (20) 
implement  an  internal  audit  program,  and  (21)  correct 
all  internal  control  deficiencies. 

256.  Bank  with  assets  of  $50  to  $100  million 

An  examination  revealed  significant  deterioration  in 
the  overall  condition  of  the  bank  as  well  as  insider 
abuse  and  numerous  violations  of  law.  This  examina¬ 
tion  disclosed  grossly  inadequate  management  and 
board  supervision;  extremely  high  levels  of  criticized 
loans,  particularly  to  insiders  and  their  related  inter¬ 
ests;  the  purchasing  and  selling  of  poor  quality  par¬ 
ticipations;  numerous  violations  of  law,  particularly 
those  governing  loans  to  affiliates  and  insiders;  high 
levels  of  loans  lacking  current  and  satisfactory  credit 
information;  and  inadequate  capital  in  relation  to  the 
overall  condition  of  the  bank.  These  problems  were 
primarily  attributable  to  the  unsafe  and  unsound  lend¬ 
ing  practices  of  bank  management  as  well  as  the 
bank’s  extension  of  credit  to  insiders  and  their  related 
interests.  A  majority  of  these  extensions  of  credit  were 
of  poor  quality,  poorly  documented  and  evidenced 
high  potential  for  loss. 

An  Order  to  Cease  and  Desist  required  the  bank  to:  (1 ) 
establish  a  compliance  committee;  (2)  retain  an  inde¬ 
pendent  outside  consultant  to  conduct  a  study  of  both 
current  management  and  board  supervision;  (3)  em¬ 
ploy  a  new  chief  executive  officer  and  a  new  senior 
lending  officer,  (4)  ensure  that  certain  directors  of  the 
bank  were  prohibited  from  engaging  in  certain  trans¬ 
actions  on  behalf  of  the  bank;  (5)  formulate  a  written 
liquidity  contingency  plan;  (6)  achieve  and  maintain 
prescribed  levels  of  equity  capital,  and  implement  a 
written  capital  plan;  (7)  refrain  from  declaring  divi¬ 
dends  unless  in  accordance  with  certain  require¬ 
ments,  (8)  refrain  from  extending  credit,  renewing 
funding,  or  making  any  commitment  of  credit  to  any 
insiders  whose  loans  were  criticized  during  the  exami¬ 
nation.  (9)  refrain  from  extending  any  credit  to,  or  for 
the  benefit  of,  any  party  located  outside  the  bank’s 
normal  trade  area,  (10)  ensure  that  any  and  all  trans¬ 
actions  made  between  the  bank  and  its  affiliates  are 
conducted  consistent  with  all  applicable  laws;  (11) 
ensure  that  no  extensions  of  credit  are  made  in  excess 
of  the  banks  lending  limit.  (12)  employ  an  indepen¬ 
dent  outside  counsel  to  review  certain  violations  of  12 
JSC  84  n  order  to  determine  any  and  all  director 


liability;  (13)  correct  all  violations  of  law;  (14)  ensure 
that  no  fees  are  paid  unless  in  accordance  with 
Banking  Circular  115;  (15)  ensure  that  no  participa¬ 
tions  are  granted  unless  in  accordance  with  Banking 
Circular  181;  (16)  implement  a  written  program  to 
eliminate  the  basis  of  criticism  of  all  criticized  assets; 
(17)  obtain  and  maintain  current  and  satisfactory 
credit  information;  (18)  revise  the  bank’s  lending  pol¬ 
icy;  (19)  adopt  a  conflict  of  interest  policy;  (20)  ensure 
the  adequacy  of  the  bank's  allowance  for  possible 
loan  losses;  (21)  ensure  the  adequacy  of  any  and  all 
reports  of  condition  filed  by  the  bank;  (22)  establish  an 
independent  internal  loan  review  system;  (23)  revise 
the  bank’s  investment  policy;  (24)  adopt  a  written 
funds  management  policy;  (25)  refrain  from  accepting 
any  brokered  deposits;  (26)  submit  a  written  budget; 
(27)  provide  the  bank  with  an  external  audit;  (28) 
correct  all  internal  control  deficiencies. 

257.  Bank  with  assets  of  more  than  $1  billion 

An  examination  revealed  deterioration  in  the  overall 
condition  of  this  bank.  In  particular,  the  examination 
disclosed  inadequate  capital,  high  levels  of  criticized 
assets,  and  inadequate  allowance  for  possible  loan 
losses,  internal  control  deficiencies  and  a  depen¬ 
dence  on  volatile  liabilities.  These  problems  were 
primarily  attributable  to  poor  economic  conditions  and 
the  failure  of  both  bank  management  and  its  board  of 
directors  to  adequately  respond  to  deterioration  in  the 
bank’s  condition  in  a  timely  manner. 

An  Agreement  required  the  bank  to:  (1)  submit  a 
detailed  written  capital  plan;  (2)  refrain  from  declaring 
dividends  unless  the  bank  met  certain  capital  require¬ 
ments;  (3)  evaluate  its  dependence  on  volatile  li¬ 
abilities  and  implement  a  program  to  ensure  adequate 
sources  of  stable  funding;  (4)  develop  a  formal  written 
program  to  strengthen  its  position  with  respect  to 
criticized  assets;  (5)  maintain  an  adequate  allowance 
for  possible  loan  losses;  (6)  ensure  that  all  charge-offs 
are  made  in  a  timely  manner;  (7)  ensure  the  effective¬ 
ness  of  its  management  information  system,  and  take 
corrective  action  to  improve  that  system;  (8)  correct 
internal  control  deficiencies;  and  (9)  improve  the 
bank's  reporting  mechanism  regarding  the  super¬ 
vision  of  its  credit  approval  process. 

258.  Bank  with  assets  of  $100  to  $500  million 

An  examination  of  the  bank  revealed  deterioration  in 
the  overall  condition  of  the  bank.  In  particular,  the 
bank  had  high  levels  of  criticized  assets,  violations  of 
banking  law  and  of  the  Equal  Credit  Opportunity  Act, 
inadequate  loan  administration  and  inadequate  capi¬ 
tal. 

An  Agreement  required  the  bank  to  (1)  correct  viola- 


tions  of  law  and  of  the  Equal  Credit  Opportunity  Act, 
(2)  adopt  a  program  for  criticized  assets,  (3)  eliminate 
the  grounds  for  criticism  of  insider  loans,  (4)  develop  a 
program  to  improve  loan  administration,  (5)  implement 
a  loan  review  system,  (6)  review  the  adequacy  of  the 
allowance  for  possible  loan  losses,  (7)  develop  a 
capital  program,  (8)  improve  the  internal  audit  func¬ 
tion,  (9)  adopt  and  implement  a  strategic  plan,  (10) 
direct  the  audit  committee  to  render  annual  opinions 
on  the  condition  of  the  trust  department,  and  (11) 
develop  a  brokered  funds  policy. 

259.  Bank  with  assets  of  less  than  $25  million 

An  examination  of  the  bank  revealed  deterioration  in 
the  overall  condition  of  the  bank.  In  particular,  the 
examination  revealed  high  levels  of  criticized  assets, 
inadequate  management  and  poor  earnings.  The 
lending  policy  was  inadequate  and  the  bank  needed  a 
loan  review  system.  Credit  information  was  not  current 
or  was  otherwise  unsatisfactory  for  many  loans.  The 
allowance  for  possible  loan  losses  had  not  been  kept 
at  an  adequate  level. 

An  Agreement  required  the  bank  to:  (1)  conduct  a 
study  of  management  and  board  supervision;  (2) 
adopt  a  program  for  criticized  assets;  (3)  review  and 
revise  the  lending  policy;  (4)  establish  a  loan  review 
system;  (5)  adopt  and  implement  policies  and  proce¬ 
dures  governing  nonaccruals;  (6)  strengthen  collec¬ 
tion  efforts;  (7)  obtain  credit  information;  (8)  review  the 
adequacy  of  the  allowance  for  possible  loan  losses; 
(9)  revise  the  written  liquidity,  asset  and  liability  man¬ 
agement  policy;  (10)  develop  a  profit  plan;  (11)  de¬ 
velop  a  capital  program;  (12)  refrain  from  paying 
dividends  without  prior  notification  to  the  Deputy 
Comptroller;  and  (13)  notify  the  Deputy  Comptroller 
whenever  brokered  funds  exceed  5  percent  of  total 
deposits. 

260.  Bank  with  assets  of  $25  to  $50  million 

Inadequate  supervision  by  the  board  of  directors  and 
management’s  failure  to  adhere  to  sound  lending 
practices  had  led  to  deterioration  in  the  loan  portfolio. 
Assets  subject  to  criticism  were  substantial  relative  to 
capital  funds.  There  were  several  repeat  violations  of 
law  regarding  trust  activities.  Continued  advances 
had  been  made  on  a  line  of  credit  previously  cited  as 
being  in  violation  of  12  USC  84  The  loan  was  consid¬ 
ered  "doubtful."  Losses  were  anticipated  and  direc¬ 
tors’  liability  was  established. 

An  Agreement  required  the  bank  to:  (1)  conduct  a 
study  of  the  adequacy  of  management  and  board 
supervision,  (2)  correct  violations  of  law  and  adopt 
procedures  to  prevent  the  recurrence,  (3)  specifically 
correct  violations  of  12  USC  84,  (4)  cause  the  board  to 


indemnify  the  bank  against  any  losses  on  the  line  in 
violation  of  12  USC  84,  (5)  develop  a  program  to 
strengthen  criticized  assets  and  prepare  periodic  re¬ 
ports,  (6)  ensure  the  adequacy  of  the  allowance  for 
possible  loan  losses,  (7)  improve  loan  administration 
including  maintenance  of  appropriate  credit  and  col¬ 
lateral  documentation,  (8)  establish  a  loan  review 
system,  (9)  maintain  adequate  capital,  and  (10)  ad¬ 
dress  deficiencies  in  the  trust  operation 

261.  Bank  with  assets  of  $25  to  $50  million 

A  recent  examination  revealed  that  management’s 
failure  to  adhere  to  sound  lending  standards  had 
resulted  in  deteriorating  asset  quality.  Criticized  as¬ 
sets  were  excessive  relative  to  gross  capital  funds  and 
included  loans  to  insiders.  Board  supervision  was  lax 
and  directors  had  failed  to  recognize  deteriorating 
trends.  Written  policies  in  several  key  areas,  including 
lending  and  loan  review,  had  not  been  adopted. 

An  Agreement  required  the  bank  to:  (1)  correct  viola¬ 
tions  of  law,  including  establishment  of  procedures  to 
prevent  future  violations;  (2)  perform  an  evaluation  of 
current  management  and  board  supervision  in  light  of 
the  needs  of  the  bank,  and  adopt  a  plan  to  correct  any 
deficiencies  noted;  (3)  develop  and  implement  a  com¬ 
prehensive  loan  policy;  (4)  develop  a  program  to 
eliminate  criticized  assets;  (5)  improve  loan  collection 
efforts;  (6)  develop  a  loan  review  program;  (7)  main¬ 
tain  an  adequate  reserve  for  possible  loan  losses;  (8) 
implement  a  consumer  compliance  program;  and  (9) 
develop  and  implement  an  acceptable  audit  program 

262.  Bank  with  assets  of  $100  to  $500  million 

Significant  asset  deterioration  and  a  highly  rate- 
sensitive  balance  sheet  were  the  major  problems 
confronting  the  institution.  Classified  assets  had  in¬ 
creased  substantially  while  problem  loan  identification 
was  conducted  on  an  informal  basis  The  bank  oper¬ 
ated  without  a  formal  funds  management  policy  or  any 
means  to  monitor  rate-sensitivity. 

A  Memorandum  of  Understanding  required  the  bank 
to  develop  a  program  to  eliminate  criticized  assets, 
develop  and  formalize  the  bank's  loan  review  system, 
develop  a  program  to  strengthen  collection  efforts, 
resolve  credit  information  exceptions,  continue  to  re¬ 
view  the  allowance  for  possible  loan  losses,  review 
and  revise  the  funds  management  policy,  and  correct 
a  violation  of  law. 

263.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  deterioration  in  the  overall 
condition  of  the  subject  bank.  In  particular,  the  exami¬ 
nation  found  high  levels  of  classified  assets,  inade- 
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quate  capital,  poor  earnings,  inadequate  funds  man¬ 
agement  practices,  and  violations  of  law  These  prob¬ 
lems  were  primarily  attributable  to  ineffective  manage¬ 
ment  and  inadequate  supervision  by  the  bank's  board 
of  directors 

An  Order  to  Cease  and  Desist  required  the  bank  to:  (1 ) 
appoint  a  compliance  committee;  (2)  engage  the 
services  of  an  independent  consultant  to  perform  a 
study  of  bank  management  and  board  supervision,  (3) 
achieve  and  maintain  primary  capital  at  a  predeter¬ 
mined  level;  (4)  refrain  from  paying  dividends  unless 
in  accordance  with  certain  requirements;  (5)  develop 
a  profit  plan;  (6)  adopt  and  implement  a  strategic  plan; 
(7)  correct  violations  of  law,  including  violations  of  12 
USC  84;  (8)  revise  the  bank’s  funds  management 
policy;  (9)  refrain  from  accepting  brokered  deposits; 
(10)  revise  the  bank's  investment  policy;  (11)  revise 
the  bank’s  lending  policy;  (12)  maintain  a  loan  review 
system;  and  (13)  obtain  and  maintain  current  and 
satisfactory  credit  information. 

264.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  the  condition  of  the  bank  to 
be  deteriorating.  The  absence  of  adequate  plans, 
policies  and  procedures,  including  an  adequate  lend¬ 
ing  policy  and  liquidity  and  funds  management  policy, 
contributed  to  this  state.  The  allowance  for  possible 
loan  losses  was  not  reviewed  on  a  periodic  basis. 
Capital  had  declined  to  an  unacceptable  level  due  to 
poor  profitability,  high  dividends,  and  expansion  in 
total  resources.  Several  violations  of  law  were  cited. 

A  Memorandum  of  Understanding  required:  (1)  a 
management  study;  (2)  a  plan  to  improve  and  sustain 
earnings;  (3)  a  minimum  level  of  primary  capital  to  be 
maintained,  (4)  a  written  liquidity,  asset  and  liability 
management  policy;  (5)  a  revised  lending  policy;  (6) 
analysis  of  the  allowance  for  possible  loan  losses;  and 
(7)  annual  budgets.  Violations  of  law  were  to  be 
corrected. 

265.  Bank  with  assets  of  less  than  $25  million 

A  recent  examination  revealed  substantial  deteriora¬ 
tion  in  the  condition  of  the  bank.  Poor  supervision, 
including  poor  documentation  of  loans,  poor  internal 
loan  identification  systems,  lack  of  a  formal  loan 
committee  structure,  and  an  inadequate  lending  pol- 
cy  were  among  its  primary  weaknesses.  Additionally, 
poor  supervision  of  the  allowance  for  possible  loan 
osses,  repayment  plans  and  funds  management  and 
budgeting  and  numerous  technical  law  violations  con¬ 
tributed  to  the  bank  s  unsatisfactory  condition  The 
board  of  directors  was  complacent  and  lacked  com¬ 
mitment  to  planning  The  bank's  holding  company 
system  contributed  to  the  problems  by  viewing  the 


bank  as  a  funding  source  for  holding  company  debt 
service. 

An  Agreement  required  the  bank  to  conduct  a  man¬ 
agement  study  and  to  establish  a  program  to  reduce 
the  amount  of  criticized  assets.  The  bank's  loan  policy 
was  to  be  revised  and  collection  efforts  strengthened 
A  loan  review  system  was  to  be  established  and 
guidelines  written  governing  participations.  The  allow¬ 
ance  for  possible  loan  losses  was  to  be  reviewed 
periodically  and  maintained  at  an  adequate  level.  A 
capital  plan  was  required,  as  was  a  funds  manage¬ 
ment  program  and  an  earnings  and  budget  plan. 

266.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  that  previous  liberal  man¬ 
agement  practices  in  the  lending  area,  lack  of  working 
knowledge  of  applicable  laws,  and  generally  poor 
board  supervision  were  the  primary  causes  of  the 
bank's  problems.  Asset  quality  was  poor  and  internal 
controls  were  not  sufficient. 

An  Agreement  required  the  bank  to  develop  a  plan  to 
lessen  the  amount  of  criticized  assets.  The  bank  was 
to  develop  a  loan  policy,  a  funds  management  pro¬ 
gram,  a  capital  plan  and  an  earnings  and  budget  plan. 
Dividends  were  restricted  and  the  allowance  for  pos¬ 
sible  loan  losses  was  to  be  reviewed  periodically  and 
maintained  at  an  appropriate  level.  Violations  of  law 
were  to  be  corrected  and  a  consumer  compliance 
program  instituted  in  an  adequate  manner. 

267.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  that  management’s  overall 
lax  supervision  of  the  bank  and  management's  insuf¬ 
ficient  understanding  of  lending  limit  restrictions  were 
primary  problems  with  the  bank.  Two  large  lines  of 
credit  representing  a  significant  concentration  of  the 
bank’s  capital  were  classified  and  were  involved  in  a 
violation  of  12  USC  84.  Also  lacking  were  written 
policies  and  procedures  in  many  areas,  and  the  bank 
was  not  receiving  proper  support  from  its  holding 
company. 

An  Agreement  required  the  bank  to  establish  a  pro¬ 
gram  addressing  the  excessive  criticized  assets.  Vio¬ 
lations  of  law,  including  violations  of  12  USC  84,  were 
to  be  corrected.  A  new  loan  review  system  and  a  loan 
policy  were  to  be  devised  and  participations  ad¬ 
dressed.  Collection  efforts  were  to  be  strengthened 
and  adequate  and  current  credit  information  obtained 
where  needed  Collateral  was  to  be  perfected  and  the 
allowance  for  possible  loan  losses  reviewed  periodi¬ 
cally  and  maintained  at  an  adequate  level  Funds 
management  policy  and  capital  planning  were  to  be 
set  out  in  writing. 
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268.  Bank  with  assets  of  more  than  $1  billion 

The  subject  individual  was  an  officer  of  a  national  bank 
and  had  been  indicted  on  four  counts  of  misapplica¬ 
tion  of  bank  funds,  18  USC  656. 

Suspension  of  the  officer  was  immediate,  under  12 
USC  1818(g). 

269.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  that  an  overly  aggressive 
expansion  of  loans  had  resulted  in  excessive  classi¬ 
fied  assets.  Loan  documentation  exceptions  were 
high.  Loan  growth  had  come  primarily  from  high-risk 
venture  capital  loans  on  retail-type  businesses.  The 
adequacy  of  the  allowance  for  possible  loan  losses 
and  management’s  system  for  reviewing  it  needed 
improvement.  A  substantial  provision  to  the  allowance 
reduced  earnings.  Many  of  the  bank’s  policies  and 
procedures  were  in  need  of  revision. 

An  Agreement  required  a  written  program  to  eliminate 
the  basis  for  criticism  of  criticized  assets,  improved 
loan  documentation  procedures,  a  revised  loan  policy, 
and  development  of  policies  and  procedures  to  moni¬ 
tor  and  control  concentrations.  The  bank  was  required 
to  review  and  revise  the  loan  review  system,  review 
and  maintain  an  adequate  allowance  for  possible  loan 
losses,  perform  a  review  and  analysis  of  management 
and  board  supervision,  revise  the  bank's  funds  man¬ 
agement  policy,  and  review  and  revise  the  investment 
policy.  Finally,  the  bank  agreed  to  develop  a  con¬ 
sumer  compliance  program,  correct  each  violation  of 
law,  and  to  comply  with  the  Truth  in  Lending  Act,  15 
USC  1604. 

270.  Bank  with  assets  of  less  than  $25  million 

A  recent  examination  revealed  a  high  number  of  law 
violations,  including  11  violations  of  12  USC  84,  the 
legal  lending  limit.  Other  deficiencies  included  exces¬ 
sive  problem  assets,  insufficient  loan  documentation, 
an  inadequate  allowance  for  possible  loan  losses, 
insufficient  loan  review,  no  testing  of  compliance  with 
board-approved  policies,  poor  earnings,  and  elec¬ 
tronic  data  processing  deficiencies.  The  bank's  dif¬ 
ficulties  arose  due  to  poor  loan  administration,  poor 
management  and  inadequate  board  supervision. 

An  Agreement  required  the  bank  to  correct  all  viola¬ 
tions  of  law  with  particular  emphasis  on  the  lending 
limit  violations,  conduct  a  management  study, 
strengthen  criticized  assets,  and  correct  credit  and 
collateral  exceptions.  The  bank  was  also  required  to 
test  compliance  with  the  loan  policy,  adopt  a  conflict 
of  interest  policy,  develop  a  loan  review  system,  and 
perform  quarterly  documented  allowance  for  possible 


loan  losses  reviews.  Further,  the  bank  had  to 
strengthen  the  electronic  data  processing  function, 
adopt  a  profit  plan,  and  implement  an  internal  audit 
function. 


271.  Bank  with  assets  of  less  than  $25  million 

A  recent  examination  revealed  a  trend  of  increasing 
losses.  Increased  loan  problems  and  bankruptcy  by  a 
few  of  the  bank's  borrowers  were  part  of  its  problems 
Internal  controls  were  weak.  Several  violations  of  law 
were  cited.  Improper  accounting  methods,  lack  of 
formalized  policies  and  procedures,  and  an  unaccept¬ 
able  external  audit  further  magnified  management 
weaknesses.  Capital  was  unacceptable. 

An  Agreement  required  a  program  to  reduce  criticized 
assets  and  the  grounds  for  criticism,  revision  of  the 
loan  policy,  development  of  procedures  to  obtain 
proper  loan  documentation,  policies  and  procedures 
to  control  and  review  concentrations  of  credit,  estab¬ 
lishment  of  a  loan  review  function,  and  maintenance  of 
an  adequate  allowance  for  possible  loan  losses.  The 
bank  was  further  required  to  develop  a  nonaccrual 
policy;  a  capital  program,  including  the  maintenance 
of  primary  capital  at  the  predetermined  ratio  relative  to 
total  assets;  a  formalized  budget;  a  funds  manage¬ 
ment  policy;  a  study  of  management;  correction  of  all 
law  violations;  establishment  of  procedures  to  ensure 
call  reports  are  filled  out  correctly;  development  of  a 
written  audit  program;  and  the  correction  of  internal 
control  deficiencies. 


272.  Bank  with  assets  of  less  than  $25  million 

A  recent  examination  revealed  poor  asset  quality, 
excessive  credit  and  collateral  exceptions,  inade¬ 
quate  allowance  for  possible  loan  losses,  violations  of 
law,  and  operational  and  internal  control  deficiencies 
resulting  from  inadequate  supervision  and  administra¬ 
tion  by  directors  and  management.  The  bank  also 
lacked  proper  policies  and  procedures  and  had  high 
employee  turnover.  Many  of  the  criticized  loans  were 
poorly  documented  participations  purchases  The 
bank  was  unprofitable. 

An  Agreement  required  the  development  and  im¬ 
plementation  of  a  written  program  to  reduce  criticized 
assets,  the  elimination  of  credit  and  collateral  excep¬ 
tions,  the  establishment  of  loan  review  and  allowance 
for  loan  loss  review  systems,  a  revised  loan  policy,  a 
participations-purchased  policy,  and  an  internal  audit 
program  The  bank  was  further  required  to  adopt  a 
3-year  strategic  plan,  conduct  a  management  study 
correct  all  violations  of  law,  and  correct  internal  control 
and  electronic  data  processing  deficiencies 
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273  Bank  with  assets  of  $50  to  $100  million 

An  examination  disclosed  significant  deterioration  in 
asset  quality,  excessive  credit  and  collateral  excep¬ 
tions,  excessive  delinquent  and  nonaccrual  loans, 
poor  earnings,  inadequate  allowance  for  loan  losses, 
lack  of  adequate  supervision,  inadequate  funds  man¬ 
agement  and  lack  of  a  chief  executive  officer. 

An  Agreement  required  the  employment  of  a  chief 
executive  officer,  a  study  of  management  and  board 
supervision,  a  written  program  to  strengthen  criticized 
assets,  the  elimination  of  credit  and  collateral  excep¬ 
tions,  improved  collection  program,  revision  of  the 
lending  policy,  development  of  a  nonaccrual  policy, 
implementation  of  an  internal  loan  review  system,  and 
maintenance  of  an  adequate  allowance  for  possible 
loan  losses.  The  Agreement  further  required  the  de¬ 
velopment  of  a  funds  management  policy  and  a  profit 
plan,  development  of  a  3-year  capital  program,  devel¬ 
opment  of  an  investment  policy,  correction  of  viola¬ 
tions  of  law  and  regulation,  development  of  a  con¬ 
sumer  compliance  program,  implementation  of  an 
internal  audit  program,  and  correction  of  internal  con¬ 
trol  deficiencies. 

274.  Bank  with  assets  of  $25  to  $50  million 

An  examination  indicated  that  the  overall  condition  of 
the  bank  was  less  than  satisfactory.  Loan  quality  had 
deteriorated  Credit  and  collateral  documentation  ex¬ 
ceptions  were  excessive.  Loan  problems  were  at¬ 
tributable  primarily  to  management’s  collateral-based 
lending  philosophy  without  proper  regard  for  the 
borrower's  ability  to  repay.  Written  policies  and/or 
procedures  were  deficient  in  the  following  areas: 
loans,  allowance  for  possible  loan  losses,  loan  review, 
funds  management,  and  reports  to  the  board  of  direc¬ 
tors. 

A  Memorandum  of  Understanding  required  formula¬ 
tion  of  detailed  programs  for  improving  criticized 
assets  and  maintaining  current  and  complete  loan 
documentation:  adoption  and  implementation  of  ad¬ 
equate  policies  and  procedures  for  all  areas  of  the 
bank,  including  loan  policy  and  funds  management: 
and  creation  of  a  strategic  plan  for  future  operations  of 
the  bank  Violations  of  law  were  to  be  corrected  The 
allowance  for  possible  loan  losses  was  to  be  reviewed 
periodically  and  maintained  at  an  adequate  level.  A 
management  information  system  was  to  be  developed 
to  keep  the  board  apprised  of  the  status  of  the  bank 

275  Bank  with  assets  of  more  than  $1  billion 

At  quarter-end  the  bank  engaged  in  transactions 
primarily  designed  to  distort  or  realign  its  balance 
'/  eef  totals  Suet  transactions  included  the  transfer  of 


Federal  funds  purchased  to  certain  demand  deposit 
accounts,  the  increase  of  certain  correspondent  ac¬ 
counts  on  Call  Report  dates  and  the  temporary  in¬ 
crease  of  other  discretionary  accounts  at  quarter-end 

An  Order  to  Cease  and  Desist  required  the  bank  to 
stop  initiating  actions  to  increase  or  realign  balance 
sheet  account  totals  temporarily.  The  bank  was  also 
required  either  to  refile  and  republish  certain  Call 
Reports  where  "window  dressing"  had  taken  place  or 
to  publish  a  statement  in  a  newspaper  describing  the 
"window  dressing." 

276.  Bank  with  assets  of  less  than  $25  million 

The  bank  had  been  operating  under  a  prior  Agree¬ 
ment.  An  examination  revealed  deterioration  in  the 
overall  condition  of  the  bank,  especially  in  the  loan 
portfolio.  The  deterioration  was  reflected  primarily  in 
the  large  volume  of  classified  assets  with  an  inordinate 
volume  of  other  real  estate  owned.  The  decline  in  loan 
quality  was  primarily  due  to  ineffective  supervision  by 
the  board  of  directors  and  bank  management.  Earn¬ 
ings  were  poor  due  to  heavy  loan  losses  and  a  high 
volume  of  nonearning  assets.  Capital  was  considered 
adequate  if  no  further  deterioration  occurred.  The 
bank  was  found  to  have  violations  of  law. 

An  Agreement  required  the  bank  to:  (1)  correct  all 
violations  of  law,  rule  and  regulation  and  adopt  pro¬ 
cedures  to  prevent  their  recurrence;  (2)  eliminate  the 
grounds  of  criticism  of  each  asset  in  excess  of 
$25,000  and  cease  making  loans  to  borrowers  holding 
criticized  loans;  (3)  revise  its  written  lending  policy;  (4) 
restrict  acquisition  of  loan  participations  and  pursue 
reimbursement  on  loans  illegally  purchased  from  af¬ 
filiates;  (5)  review  the  chief  executive  officer's  perform¬ 
ance;  (6)  implement  a  monthly  loan  review  program; 
(7)  conduct  quarterly  reviews  of  the  adequacy  of  the 
bank’s  allowance  for  possible  loan  losses;  (8)  restrict 
the  payment  of  dividends;  and  (9)  correct  internal 
control  deficiencies. 

277.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  significant  deterioration  in 
asset  quality,  poor  earnings,  inadequate  capital,  and 
increased  liquidity  concerns.  Management  was  lim¬ 
ited  by  the  board’s  interference  with  daily  operations. 
Lending  practices  were  inadequate.  Credit  informa¬ 
tion  and  collateral  documentation  were  lacking.  Delin¬ 
quent  loans  were  at  an  unacceptable  level. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
employ  an  independent  management  consultant  and 
develop  programs  to  improve  the  quality  of  each 
criticized  asset  Current  and  satisfactory  credit  infor¬ 
mation  was  to  be  obtained,  and  collateral  exceptions 


were  to  be  corrected.  Collection  efforts  were  to  be 
strengthened.  The  bank  was  required  to  maintain  an 
adequate  allowance  for  possible  loan  losses.  Monthly 
liquidity  reviews  were  required.  A  profit  plan  and  a 
capital  plan  to  maintain  primary  capital  at  a  pre¬ 
determined  level  were  required.  The  bank  was  re¬ 
quired  to  correct  all  violations  of  law  and  to  prevent 
their  recurrence. 

278.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  significant  deterioration  in 
asset  quality,  inadequate  management  in  the  lending 
function,  poor  earnings,  and  inadequate  capital.  Viola¬ 
tions  of  law  were  noted.  The  allowance  for  possible 
loan  losses  was  not  maintained  at  an  adequate  level. 

An  Order  to  Cease  and  Desist  required  the  employ¬ 
ment  of  a  senior  lending  officer.  The  bank  was  re¬ 
quired  to  develop  programs  to  improve  the  quality  of 
each  criticized  asset  and  to  maintain  an  adequate 
allowance  for  possible  loan  losses.  A  loan  review 
system  and  policies  governing  nonaccrual  loans  were 
required.  Credit  deficiencies  were  to  be  corrected. 
Collection  efforts  were  to  be  strengthened.  A  capital 
plan  to  maintain  primary  capital  at  a  predetermined 
level  was  required  and  the  payment  of  dividends 
restricted.  Internal  control  deficiencies  and  violations 
of  law  were  to  be  corrected. 

279.  Bank  with  assets  of  $100  to  $500  million 

An  examination  revealed  problems  that  had  arisen 
since  an  earlier  Agreement  was  entered  into.  The  new 
problems  included  weak  management  and  inade¬ 
quate  capital.  Violations  of  law  were  noted. 

The  Agreement  was  amended  to  require  the  appoint¬ 
ment  of  a  chief  executive  officer.  A  capital  plan  to 
maintain  primary  capital  at  a  predetermined  level  was 
required.  The  bank  was  required  to  correct  all  viola¬ 
tions  of  law  and  to  prevent  their  recurrence. 

280.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  additional  problems  since  an 
earlier  Agreement  was  entered  into.  These  included 
weak  management,  poor  earnings,  and  significant 
deterioration  of  asset  quality.  Continued  erosion  of 
capital  and  the  asset  base  was  noted. 

The  Agreement  was  amended  to  require  the  appoint¬ 
ment  of  a  chief  executive  officer  and  a  study  of 
management  and  board  supervision.  A  capital  plan  to 
maintain  primary  capital  at  a  predetermined  level  was 
required  and  the  payment  of  dividends  restricted.  A 
strategic  plan  was  to  be  adopted. 


281.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  significant  deterioration  in 
asset  quality,  inadequate  capital,  and  poor  internal 
controls.  Insider  transactions  involving  violations  of 
law  were  noted.  Management  of  the  lending  and  funds 
management  functions  was  inadequate  The  allow¬ 
ance  for  possible  loan  losses  was  not  maintained  at  an 
adequate  level.  Delinquent  loans  had  increased  to  an 
unacceptable  level. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
employ  a  chief  executive  officer  and  to  appoint  an 
independent  consultant  to  analyze  management 
needs  and  directors’  fees.  The  bank  was  required  to 
correct  all  violations  of  law  and  to  prevent  their  recur¬ 
rence.  A  conflict  of  interest  policy  was  to  be  adopted 
A  capital  plan  to  maintain  primary  capital  at  a  pre¬ 
determined  level  was  required  and  the  payment  of 
dividends  restricted.  A  profit  plan  and  monthly  liquidity 
reviews  were  required.  The  bank  was  required  to 
develop  programs  to  improve  the  quality  of  each 
criticized  asset  and  to  maintain  an  adequate  allow¬ 
ance  for  possible  loan  losses.  A  revised  lending  policy 
and  a  new  loan  review  system  were  to  be  adopted 
Collection  efforts  were  to  be  strengthened  and  a 
nonaccrual  loan  policy  was  to  be  created.  The  bank 
was  to  develop  a  written  funds  management  policy 
and  an  internal  audit  program.  Internal  control  defi¬ 
ciencies  were  to  be  corrected. 

282.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  an  unacceptable  level  of 
classified  assets  as  well  as  a  strained  liquidity  posi¬ 
tion.  In  addition,  the  examination  revealed  numerous 
violations  of  law  and  inadequate  management  and 
board  supervision.  Inaccurate  reports  of  conditions 
had  been  filed.  Collection  efforts  needed  strengthen¬ 
ing.  Current  and  satisfactory  credit  information  was 
lacking.  The  allowance  for  possible  loan  losses  was 
not  reviewed  periodically  and  was  often  inadequate 
Collateral  exceptions  were  numerous.  An  internal  au¬ 
dit  program  was  needed.  The  bank’s  loan  policy  and 
its  funds  management  policy  needed  to  be  revised 

An  Order  to  Cease  and  Desist  required  the  bank  to  (1 ) 
conduct  a  study  of  current  management  and  board 
supervision;  (2)  adopt  a  written  comprehensive  con¬ 
flict  of  interest  policy;  (3)  correct  violations  of  law.  (4) 
refrain  from  extending  credit  in  violation  of  12  USC  84. 
(5)  ref ile  and  republish  reports  of  condition;  (6)  refrain 
from  extending  credit  to  affiliates;  (7)  adopt  a  program 
for  criticized  assets;  (8)  improve  and  strengthen  col¬ 
lection  efforts;  (9)  obtain  satisfactory  credit  information 
and  correct  collateral  exceptions;  (10)  revise  its  lend¬ 
ing  policy;  (11)  develop  a  profit  plan.  (12)  review  the 
adequacy  of  the  allowance  for  possible  loan  losses 
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(13)  revise  its  liquidity,  asset  and  liability  management 
policy,  (14)  review  liquidity  on  a  monthly  basis;  and 
v  1 5)  develop  and  implement  an  internal  audit  pro¬ 
gram 

283.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  significant  deterioration  in 
asset  quality,  poor  earnings,  and  an  inadequate  allow¬ 
ance  for  possible  loan  losses.  There  was  substantial 
noncompliance  with  an  existing  Agreement.  Manage¬ 
ment  in  the  lending  and  internal  control  functions  was 
ineffective  Accounting  and  recordkeeping  practices 
were  poor.  Violations  of  12  USC  84  were  noted. 
Capital  was  inadequate. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
employ  a  senior  lending  officer  and  an  independent 
management  consultant.  Accounting,  recordkeeping 
and  internal  control  deficiencies  were  to  be  corrected 
The  bank  was  required  to  develop  a  profit  plan  and  a 
program  to  improve  the  quality  of  each  criticized 
asset.  A  capital  plan  to  maintain  primary  capital  at  a 
predetermined  level  was  required.  The  loan  review 
system  was  to  be  revised.  Collection  efforts  were  to  be 
strengthened  Policies  governing  nonaccrual  loans 
were  required.  The  bank  was  to  develop  a  program  to 
improve  loan  administration.  The  bank  was  required  to 
maintain  an  adequate  allowance  for  possible  loan 
losses.  All  violations  of  12  USC  84  were  to  be  cor¬ 
rected. 

284.  Bank  with  assets  of  less  than  $25  million 

The  bank  had  previously  been  operating  under  an 
Agreement.  However,  deterioration  in  the  bank's  over¬ 
all  condition,  including  an  increase  in  criticized  loans, 
inadequate  capital  and  poor  earnings,  necessitated 
further  administrative  action.  These  problems  were 
primarily  attributable  to  inadequate  management  as 
well  as  ineffective  supervision  by  the  bank’s  board  of 
directors.  Expenses  were  high  and  not  always  well 
documented  The  loan  review  system  was  not  effec¬ 
tive,  and  current  and  satisfactory  credit  information 
was  often  missing  An  undue  concentration  in  out-of¬ 
area  credits  existed  and  the  bank  was  engaged  in 
improper  mortgage  lending  activities.  The  bank  con¬ 
sumer  compliance  program  needed  revision  and  its 
internal  audit  program  needed  strengthening. 

An  Order  to  Cease  and  Desist  required  the  bank  to:  (1 ) 
maintain  capital  at  certain  prescribed  levels;  (2)  refrain 
from  declaring  dividends  unless  in  accordance  with 
certain  requirements,  (3)  appoint  one  additional  inde- 
pendenf  director,  (4)  develop  a  written  job  description 
for  the  bank  s  president,  (5)  obtain  approval  of  a 
najorify  of  the  board  for  all  transactions  in  excess  of 
$50  000  (6)  ensure  compliance  with  Banking  Circular 


115  governing  expenses;  (7)  take  action  to  eliminate 
the  basis  of  all  criticized  assets;  (8)  maintain  an 
effective  internal  loan  review  system;  (9)  maintain  an 
adequate  allowance  for  possible  loan  losses;  (10) 
obtain  and  maintain  current  and  satisfactory  credit 
information;  (11)  obtain  and  maintain  current  and 
satisfactory  cash  flow  statements  on  all  out-of-area 
wrap-around  mortgages;  (12)  revise  the  bank's  loan 
policy;  (13)  reduce  the  concentration  of  credits  in 
out-of-territory  loans;  (14)  refrain  from  engaging  in 
certain  mortgage  banking  activities;  (15)  correct  viola¬ 
tions  of  law;  (16)  implement  a  profit  plan;  (17)  imple¬ 
ment  a  strengthened  internal  audit  program;  and  (18) 
revise  the  bank’s  consumer  compliance  policy. 

285.  Bank  with  assets  of  less  than  $25  million 

The  examination  disclosed  that  the  bank  was  in  un¬ 
satisfactory  condition  primarily  due  to  an  excessive 
level  of  criticized  assets.  Credit  administration  prac¬ 
tices  of  former  management  was  a  causative  factor. 
Failure  to  identify  liquidity  needs  and  resulting  liquidity 
problems  were  cited.  Violations  of  12  USC  72  and  12 
USC  84  were  disclosed.  Internal  control  deficiencies 
existed  along  with  EDP  problems.  A  loan  review 
system  was  lacking  as  was  a  written  funds  manage¬ 
ment  system. 

An  Agreement  required:  (1 )  correction  of  the  violations 
of  law.  (2)  implementation  of  a  written  plan  to  remove 
each  criticized  asset  in  excess  of  $10,000  from  its 
criticized  status;  (3)  establishment  of  a  loan  review 
system;  (4)  maintenance  of  satisfactory  credit  informa¬ 
tion;  (5)  development  and  implementation  of  a  written 
funds  management  policy;  and  (6)  correction  of  EDP 
internal  control  deficiencies. 

286.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  substantial  deterioration  in 
the  bank's  loan  portfolio  which  resulted  in  a  large 
operating  loss  and  inadequate  capital.  Other  prob¬ 
lems  included  inadequate  funds  management,  un¬ 
acceptable  internal  controls,  violations  of  law  includ¬ 
ing  violations  of  12  USC  84,  and  deficiencies  in  EDP 
operations.  The  bank  lacked  a  loan  review  system  and 
current  and  satisfactory  credit  information  was  lacking 
on  many  loans.  Collateral  exceptions  were  numerous. 

An  Order  to  Cease  and  Desist  required  the  bank  to:  (1) 
correct  violations  of  12  USC  84;  (2)  correct  violations 
of  other  laws;  (3)  employ  an  independent,  outside 
management  consultant  to  conduct  a  management 
study;  (4)  adopt  a  program  for  criticized  assets;  (5) 
strengthen  collection  efforts;  (6)  establish  a  loan  re¬ 
view  system,  (7)  obtain  current  and  satisfactory  credit 
information  and  correct  collateral  exceptions,  (8)  re¬ 
frain  from  extending  credit  not  in  conformity  with  the 


bank's  loan  policy;  (9)  develop  an  OREO  policy;  (10) 
develop  a  capital  plan;  (11)  refrain  from  paying  divi¬ 
dends  without  the  approval  of  the  District  Administra¬ 
tor;  (12)  develop  a  funds  management  policy;  (13) 
refrain  from  accepting  brokered  funds;  (14)  correct 
internal  audit  deficiencies;  (15)  correct  internal  control 
deficiencies;  and  (16)  develop  a  consumer  compli¬ 
ance  program. 

287.  Bank  with  assets  of  $25  to  $50  million 

A  recent  examination  indicated  a  high  level  of  problem 
loans  and  poor  earnings  due  to  losses  on  energy- 
related  participations  and  excessive  salaries  and  of¬ 
ficers’  benefits.  A  probable  violation  of  12  USC  60  for 
excessive  dividends  was  noted.  Some  other  insider 
abuses,  creating  violations  of  law  and  regulation  were 
cited.  Past  due  loans  and  loan  documentation  excep¬ 
tions  were  high  which  further  indicated  the  loan  port¬ 
folio  management  problems.  Official  reports  were  sig¬ 
nificantly  distorted  because  of  inadequate  provisions 
to  the  allowance  for  loan  and  lease  losses.  The  ratio  of 
primary  capital  to  total  assets  was  not  acceptable. 

An  Agreement  required  an  independent  evaluation  of 
officer  compensation.  Also  required  were  written  or 
revised  policies  on  conflicts  of  interest,  lending,  and 
the  loan  review  system.  The  allowance  for  possible 
loan  losses  was  to  be  reviewed  periodically  and 
maintained  at  an  adequate  level.  Loan  documentation 
was  to  be  kept  current  and  satisfactory  information 
obtained.  A  program  was  required  to  address  the 
excessive  criticized  assets.  A  capital  plan  was  called 
for  and  official  reports  were  to  be  refiled.  Dividends 
were  restricted. 

288.  Bank  with  assets  of  $25  to  $50  million 

An  examination  disclosed  substantial  asset  quality 
deterioration,  excessive  loan  documentation  deficien¬ 
cies;  an  increasing  delinquency  trend;  inadequate 
funds  management,  collection  and  lending  policies 
and  procedures;  numerous  violations  of  law  and  regu¬ 
lation;  inadequate  internal  loan  review;  and  inade¬ 
quate  audit.  The  bank’s  management  supervision  and 
loan  review  function  were  inadequate  The  bank  had 
no  conflict  of  interest  policy  governing  insider  trans¬ 
actions.  Capital  was  minimal 

An  Agreement  required  (1)  study  and  analysis  of 
management  and  supervision;  (2)  development  of  a 
written  program  to  strengthen  criticized  assets;  (3) 
restricted  lending  to  criticized  borrowers;  (4)  elimina¬ 
tion  of  credit  and  collateral  exceptions;  (5)  an  im¬ 
proved  collection  program;  (6)  revision  of  the  bank's 
lending  policy;  (7)  employment  of  a  capable  senior 
loan  officer;  (8)  implementation  of  an  internal  loan 
review  system;  (9)  maintenance  of  an  adequate  allow¬ 


ance  for  loan  and  lease  losses;  (10)  development  of  a 
3-year  strategic  plan;  (12)  development  of  a  conflict  of 
interest  policy;  (13)  implementation  of  a  3-year  capital 
plan;  (14)  conformance  with  Banking  Circular  105, 

(15)  correction  of  all  violations  of  law  and  regulation; 

(16)  correction  of  internal  control  deficiencies;  (17) 
implementation  of  an  internal  audit  program;  and  (18) 
implementation  of  a  consumer  compliance  program. 

289.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  that  the  condition  of  the 
bank's  assets  was  less  than  satisfactory.  Credit  and 
collateral  documentation  exceptions  were  high.  The 
allowance  for  possible  loan  losses  was  deficient 
Earnings  were  affected  by  provisions  to  the  allowance 
for  possible  loan  losses,  low  yielding  investments  and 
the  high  volume  of  nonaccrual  loans.  Supervision  by 
the  board  and  management  was  lacking. 

A  Memorandum  of  Understanding  required  the  estab¬ 
lishment  of  a  compliance  committee,  a  detailed  pro¬ 
gram  to  improve  criticized  assets,  obtaining  current 
and  complete  credit  and  collateral  documentation, 
establishment  of  an  adequate  allowance  for  possible 
loan  losses  and  management  review  of  it  and  a 
management  study  to  identify  weaknesses  and  ad¬ 
ditional  staffing  requirements. 

290.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  the  bank’s  condition  as  less 
than  satisfactory.  Asset  quality  had  deteriorated. 
Credit  and  collateral  exceptions  were  excessive  Loan 
problems  were  attributed  to  poor  supervision  by  the 
board  and  management.  There  was  evidence  of  weak 
lending  practices  including  liberal  extensions  of  credit 
and  renewals,  capitalization  of  interest  and  lending 
without  proper  written  documentation.  The  examina¬ 
tion  also  disclosed  an  excessive  number  of  violations 
of  law,  nonadherence  to  policy  and  failure  to  update 
policies  as  circumstances  warranted  and  a  lack  of 
strategic  planning. 

An  Agreement  required  the  bank  to  establish  a  pro¬ 
gram  to  strengthen  criticized  assets,  obtain  current 
and  complete  loan  documentation,  correct  violations 
of  law,  update  and  adhere  to  written  policies  govern¬ 
ing  funds  management,  lending,  and  nonaccruals, 
and  develop  a  strategic  plan.  Internal  controls  were  to 
be  revised. 

291.  Bank  with  assets  of  less  than  $25  million 

A  recent  examination  revealed  that  the  chief  executive 
officer  had  resigned  and  classified  assets  had  tripled 
Primary  capital  had  fallen  below  appropriate  mini- 
mums  and  the  bank  was  exposed  to  the  possibility  of 
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being  required  to  buy  participations  from  other  banks 
ownea  by  the  same  control  group  A  notice  of  charges 
was  served  with  a  hearing  scheduled  in  30  days. 

A  Temporary  Order  to  Cease  and  Desist  was  issued 
which  required  the  bank  to  obtain  a  new  chief  execu¬ 
tive  officer  within  a  short  period  of  time.  The  Temporary 
Order  also  required  the  bank  to  take  action  to  protect 
its  interest  in  the  criticized  assets  and  cease  and 
desist  from  extending  credit  to  criticized  borrowers 
unless  such  action  was  certified  as  substantially  det¬ 
rimental  to  the  best  interests  of  the  bank.  Participation 
purchases  were  barred  when  the  originating  loan  was 
classified,  and  all  sales  of  participations  required 
complete  disclosure  of  all  factors  bearing  on  the  credit 
quality  of  the  loan. 

292.  Bank  with  assets  of  $25  to  $50  million 

Liberal  lending  practices  combined  with  several  loans 
being  booked  without  identified  sources  of  repayment 
and/or  well  defined  repayment  programs  caused  de¬ 
terioration  in  asset  quality,  increased  loan  losses  and 
declining  earnings  performance.  Past  due  loan  levels 
were  high.  Earnings  were  affected  by  required  provi¬ 
sions  to  the  allowance  for  possible  loan  losses  and 
weak  net  interest  margin.  Weak  supervision  by  the 
board  and  executive  management  was  considered 
the  primary  reason  for  the  bank's  problems.  The  bank 
suffered  from  inadequate  loan  administration,  lack  of 
or  nonadherence  to  policies,  inadequate  management 
reporting  systems,  and  lack  of  a  formalized  forward 
planning  and  budgeting  process. 

An  Agreement  required  the  bank  to:  (1)  evaluate 
present  management  and  hire  or  appoint  a  capable 
commercial  loan  officer;  (2)  review  and  revise  lending 
policy,  incorporating  measures  to  correct  deficiencies 
in  lending  procedures:  (3)  eliminate  the  grounds  of 
criticism  of  each  asset  in  excess  of  $25,000  and  cease 
making  loans  to  borrowers  holding  criticized  loans 
without  board  certification:  (4)  adopt  and  implement  a 
program  to  control  delinquency  levels  and  improve 
recovery  levels,  (5)  maintain  an  adequate  allowance 
for  possible  loan  losses:  (6)  correct  all  credit  and 
collateral  exceptions;  (7)  obtain  and  analyze  current 
and  satisfactory  credit  information  prior  to  extending 
credit  in  any  form;  and  (8)  establish  an  adequate 
eternal  loan  review  system  In  addition,  the  bank  must 
develop  and  implement  an  earnings  and  budget  plan 
and  capital  plan  to  ensure  that  primary  capital  is 
maintained  at  a  predetermined  level  and  develop  a 
written  funds  management  policy 

293  Bank  with  assets  of  less  than  $25  million 

The  bank  had  been  operating  under  an  Order  to 
Cease  and  Desist  A  recent  examination  revealed  that 


the  bank  had  overexpanded  and  thus  reduced  capital 
levels  below  acceptable  levels.  The  bank's  liquidity 
was  severely  strained. 

In  view  of  the  bank's  assertion  that  it  was  soon  to  be 
sold,  a  Temporary  Order  to  Cease  and  Desist  was 
issued  which  required  the  bank  to  immediately  inject  a 
fixed  dollar  amount  of  capital  and  to  take  all  steps 
necessary  to  improve  the  bank’s  liquidity. 


294.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  that  the  bank's  condition  was 
unsatisfactory.  Criticized  assets  had  deteriorated  sig¬ 
nificantly  and  credit  and  collateral  exceptions  were 
excessive.  There  were  several  serious  violations  of 
law.  Written  policies  in  major  areas  of  the  bank  were 
lacking.  Loan  problems  were  primarily  caused  by  lax 
supervision.  There  were  several  instances  of  criticized 
loans  to  insiders.  Inaccurate  call  reports  had  been 
filed. 

An  Agreement  required  the  bank  to  adopt  a  conflict  of 
interest  policy,  correct  violations  of  law,  construct  a 
program  to  strengthen  criticized  assets,  obtain  current 
loan  documentation,  and  adopt  written  lending,  con¬ 
flict  of  interest,  funds  management,  and  internal  audit 
policies  Reports  of  condition  were  to  be  refiled  and 
republished. 


295.  Bank  with  assets  of  less  than  $25  million 

A  recent  examination  disclosed  significant  credit  and 
collateral  documentation  exceptions;  deteriorating 
loan  quality;  lack  of  adequate  policies;  inadequate 
allowance  for  possible  loan  losses;  marginal  capital; 
mediocre  earnings;  excessive  fees  for  the  board  of 
directors;  inadequate  internal  audit;  and  several  EDP 
deficiencies.  In  addition,  several  violations  of  law  were 
disclosed.  These  deficiencies  were  the  result  of  im¬ 
proper  supervision  and  administration  by  the  board  of 
directors  and  management. 

A  Memorandum  of  Understanding  required  the  bank 
to  strengthen  criticized  assets;  correct  credit,  col¬ 
lateral  and  EDP  exceptions  and  law  violations;  revise 
or  adopt  policies  for  lending,  nonaccrual  loans,  funds 
management,  and  consumer  compliance;  establish 
an  internal  audit  and  loan  review  function;  review  the 
allowance  for  possible  loan  losses  on  a  quarterly  basis 
and  document  its  adequacy;  adopt  a  budget  and 
3-year  capital  plan;  review  the  propriety  of  the  direc¬ 
tors  fees;  and  assess  the  adequacy  of  information 
presented  at  board  meetings. 


296.  Bank  with  assets  of  $50  to  $100  million 

The  current  examination  revealed  significant  deterio¬ 
ration  in  the  bank's  condition,  attributable  primarily  to 
poor  administration  by  prior  management.  Prior  to  the 
examination,  the  bank  was  sold  to  a  new  ownership 
group  which  had  limited  experience  in  dealing  with  the 
bank’s  problems.  Excessive  documentation  excep¬ 
tions,  poor  collection  efforts,  inadequate  loan  review, 
unacceptable  analysis  of  credit  and  of  the  adequacy 
of  the  allowance  for  possible  loan  losses,  and  poor 
funds  management  techniques  were  involved  in  the 
bank's  troubles.  Further  problems  included  ineffective 
budgeting  and  capital  planning,  violations  of  law,  and 
participations. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
address  the  criticized  assets  and  to  conduct  a  man¬ 
agement  study.  The  bank's  loan  review  function  was  to 
be  strengthened  and  written  policies  governing  lend¬ 
ing,  participations  and  funds  management  were  to  be 
adopted  and  followed.  An  earnings  plan,  a  budget 
and  a  capital  plan  were  required.  Violations  of  law 
were  to  be  corrected  and  internal  controls  strength¬ 
ened.  Current  and  satisfactory  credit  information  was 
to  be  obtained,  and  the  allowance  for  possible  loan 
losses  was  to  be  reviewed  periodically  and  main¬ 
tained  at  an  adequate  level. 

297.  Bank  with  assets  of  less  than  $25  million 

A  recent  examination  revealed  that  the  bank’s  man¬ 
agement  had  embarked  upon  a  program  of  rapid 
deposit  and  loan  growth.  As  a  result  of  poor  super¬ 
vision,  classified  assets  were  substantial  and  docu¬ 
mentation  and  financial  information  concerning  the 
loans  were  poor.  Most  important,  a  significant  number 
of  the  classified  loans  were  to  insiders  and  their 
related  interests.  The  allowance  for  possible  loan 
losses  was  judged  inadequate.  The  bank’s  liquidity 
position  was  adversely  impacted.  The  bank's  funding 
had  been  dependent  upon  large  certificates  of  de¬ 
posit  and  public  deposits.  Numerous  violations  of  law 
were  noted,  including  consumer  law  violations.  Inter¬ 
nal  controls  were  weak. 

An  Agreement  required  a  study  of  current 
management’s  effectiveness  and  capabilities  as  well 
as  the  adequacy  of  board  supervision  Further,  the 
bank  agreed  to  implement  corrective  action  based  on 
the  study.  The  bank  agreed  to  correct  violations  of  law 
and  regulation,  and  to  implement  procedures  to  en¬ 
sure  that  further  violations  do  not  occur.  The  bank 
agreed  to  review  liquidity  on  a  monthly  basis  and 
agreed  to  adopt  and  implement  a  written  program 
designed  to  collect,  strengthen  or  otherwise  eliminate 
the  grounds  of  criticism  for  all  assets  criticized  The 
bank  agreed  it  would  refrain  from  extending  additional 


credit  to  borrowers  whose  loans  had  been  criticized 
unless  failure  to  extend  such  credit  is  certified  to  be 
substantially  detrimental  to  the  bank  and  a  majority  of 
the  board  approves  of  the  additional  extensions  It 
further  agreed  to  obtain  adequate  documentation  for 
all  outstanding  loans.  The  bank  will  correct  all  col¬ 
lateral  exceptions  listed  in  the  Report  of  Examination 
and  agreed  to  refrain  from  extending  secured  credit 
without  obtaining,  analyzing  and  perfecting  collateral 
documentation  on  loans  supported  by  collateral  The 
bank  agreed  to  develop  and  implement  a  written 
program  to  improve  its  loan  administration  and  to 
assess  the  adequacy  of  its  allowance  for  possible  loan 
losses,  remedy  deficiencies  in  the  quarter  of  discov¬ 
ery,  and  to  establish  a  program  for  the  maintenance  of 
an  adequate  allowance  for  possible  loan  losses.  The 
bank  further  agreed  to  correct  the  internal  control 
deficiencies  cited  in  the  Report  of  Examination  and  to 
develop  and  implement  a  written  consumer  compli¬ 
ance  program.  When  the  bank's  brokered  funds  ex¬ 
ceed  5  percent  of  total  deposits,  the  board  agreed  to 
notify  the  District  Office  of  this  fact  each  month  until 
they  no  longer  exceed  the  5  percent  level. 

298.  Bank  with  assets  of  less  than  $25  million 

The  results  of  a  comprehensive  examination  noted  an 
excessive  volume  of  criticized  assets,  strained  liquid¬ 
ity  and  inadequate  capital  due  in  part  to  rapid  and 
unrestrained  growth  over  the  bank’s  first  3  years  of 
existence.  Criticized  assets  were  to  a  large  extent 
cited  for  documentation  exceptions,  and  deficiencies 
in  credit  analysis  and  structuring.  In  addition,  there 
was  a  heavy  reliance  on  collateral  protection  to  the 
exclusion  of  cash  flow/income  considerations.  There 
was  no  internal  credit  review  and  management  felt 
many  criticized  assets  were  not  deserving  of  special 
attention.  Violations  pertaining  to  insider  overdrafts 
had  been  referred  for  Civil  Money  Penalty  considera¬ 
tion.  Management  and  the  board  lacked  adequate 
knowledge  of  banking  law.  The  program  for  compli¬ 
ance  with  consumer  law  was  inadequate  and  substan¬ 
tive  violations  were  disclosed. 

An  Agreement  required  the  bank  to  adopt  and  imple¬ 
ment  a  written  program  designed  to  collect, 
strengthen  or  otherwise  eliminate  the  grounds  of  criti¬ 
cism  for  all  assets  criticized.  The  bank  agreed  it  would 
refrain  from  extending  additional  credit  to  borrowers 
whose  loans  had  been  criticized  unless  failure  to 
extend  such  credit  is  shown  to  be  substantially  detri¬ 
mental  to  the  bank  and,  prior  to  any  further  extensions, 
a  majority  of  the  board  approves  of  the  additional 
extensions.  The  bank  agreed  that  it  would  not  grant 
credit  without  obtaining  and  analyzing  current  and 
satisfactory  credit  information  and  properly  perfecting 
collateral,  when  applicable  The  bank  further  agreed 
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to  establish  a  loan  review  system,  evaluate  its 
management  staffing  needs,  and  review  and  revise 
the  written  lending  policy  The  bank  agreed  to  imple¬ 
ment  a  written  policy  concerning  the  extension  of 
overdrafts  and  to  correct  violations  of  law  and  regula¬ 
tion.  and  to  implement  procedures  to  ensure  that 
further  violations  do  not  occur  A  3-year  capital  plan 
subject  to  prior  approval  of  the  OCC  was  to  be 
developed,  and  primary  capital  maintained  at  a  pre¬ 
determined  level.  The  bank  agreed  to  review  and 
revise  its  written  funds  management  policy  and  review 
its  liquidity  on  a  regular  basis.  The  bank  was  to  take 
appropriate  action  to  ensure  adequate  sources  of 
liquidity  in  relation  to  its  needs. 

299.  Bank  with  assets  of  less  than  $25  million 

A  recent  examination  disclosed  rapid  deterioration  in 
the  loan  portfolio  due  to  liberal  lending  practices  by 
former  management  and  ineffective  collection  prac¬ 
tices  by  current  management.  Criticized  assets  grew 
excessively.  Delinquencies  were  substantial  and  doc¬ 
umentation  exceptions  were  high.  Several  violations  of 
law  were  noted  at  the  examination.  A  dividend  was 
declared  by  the  board  of  directors  without  approval  of 
the  Comptroller  of  the  Currency.  Capital  was  reduced 
by  loan  losses.  Earnings  were  adversely  impacted  by 
problems  in  the  loan  portfolio.  The  provision  for  the 
allowance  for  possible  loan  losses  was  judged  to  be 
inadequate,  and  better  analysis  of  the  allowance  was 
necessary.  A  plan  to  correct  the  bank’s  asset-sensitive 
exposure  to  interest  rates  was  needed 

An  Agreement  required  the  bank  to  adopt  and  imple¬ 
ment  a  written  program  designed  to  collect, 
strengthen  or  otherwise  eliminate  the  grounds  of  criti¬ 
cism  for  all  assets  criticized.  The  bank  agreed  to 
implement  a  written  program  designed  to  improve  and 
strengthen  collection  efforts  and  to  develop  and  im¬ 
plement  a  written  program  to  improve  its  loan  admin¬ 
istration.  The  bank  agreed  to  assess  the  adequacy  of 
its  allowance  for  possible  loan  losses,  remedy  defi¬ 
ciencies  in  the  quarter  of  discovery,  and  to  establish  a 
program  for  the  maintenance  of  an  adequate  allow¬ 
ance  for  possible  loan  losses.  The  bank  agreed  to 
correct  violations  of  law  and  regulation,  and  to  de¬ 
velop  and  implement  a  written  funds  management 
policy  The  bank  agreed  to  develop  a  3-year  capital 
plan  and  a  written  consumer  compliance  program. 
The  bank  agreed  to  correct  the  internal  control  defi¬ 
ciencies 

300  Bank  with  assets  of  less  than  $25  million 

A  recent  examination  disclosed  that  the  bank's  criti¬ 
cized  assets  had  increased  almost  threefold  The 
bank's  chief  executive  officer  had  resigned  and  the 
bar v  c  ending  policy  was  in  need  of  revision  The  loan 


review  system  was  not  sufficient  to  require  a  periodic 
review  of  the  bank's  loan  portfolio.  The  bank  had 
purchased  participations,  now  classified,  from  other 
banks  in  the  chain  of  common  ownership  The  bank 
was  operating  without  current  and  satisfactory  credit 
information  in  many  cases  and  a  new  policy  governing 
nonaccrual  loans  was  needed.  Undue  concentrations 
of  credit  were  present  and  the  bank’s  allowance  for 
possible  loan  losses  was  not  reviewed  periodically 
and  was  not  kept  at  an  adequate  level.  Capital  was 
inadequate.  Violations  of  law  were  cited. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
establish  a  program  for  reducing  the  criticized  assets 
and  cease  lending  to  criticized  borrowers  without 
certifying  that  not  making  such  loans  was  contrary  to 
the  best  interests  of  the  bank.  The  bank  was  required 
to  hire  a  new  CEO  and  revise  its  lending  policy.  A  loan 
review  system  was  to  be  instigated.  Participation 
purchases  and  sales  both  were  to  be  made  subject  to 
OCC  Banking  Circular  181.  Sales  or  participations 
were  required  to  be  made  with  full  disclosure,  includ¬ 
ing  adverse  classifications.  Credit  information  defi¬ 
ciencies  were  to  be  corrected  as  were  all  violations  of 
law  and  regulation  A  new  policy  governing  nonac¬ 
crual  loans  was  to  be  adopted  and  implemented  and 
concentrations  of  credit  were  to  be  monitored  and 
controlled  The  allowance  for  possible  loan  losses  was 
to  be  reviewed  periodically  and  maintained  at  an 
adequate  level.  Primary  capital  was  to  reach  a  pre- 
established  proportion  of  total  assets  within  the  next 
quarter.  Dividends  were  restricted. 

301.  Bank  with  assets  of  less  than  $25  million 

An  examination  of  the  bank  revealed  that  the  bank  was 
in  critical  condition.  In  particular,  the  examination 
revealed  a  high  level  of  criticized  assets,  serious 
violations  of  law,  including  substantial  losses  on  12 
USC  84  violations,  overdrafts  involving  insiders  in 
violation  of  12  USC  375b,  insider  abuse  and  deficient 
management.  In  addition,  liquidity  was  threatened, 
and  unwarranted  concentrations  of  credit  were  pres¬ 
ent  Collection  efforts  were  weak.  No  loan  review 
system  was  operative  and  there  were  no  policies 
governing  nonaccruals,  investments,  consumer  com¬ 
pliance  and  internal  controls.  Capital  was  inadequate. 

An  Order  to  Cease  and  Desist  required  the  bank  to:  (1 ) 
correct  violations  of  law;  (2)  refrain  from  extending 
credit  in  violation  of  12  USC  84;  (3)  obtain  reimburse¬ 
ment  from  the  board  of  overdrafts  in  violation  of  12 
USC  375b;  (4)  appoint  new  independent  directors  to 
the  board,  (5)  appoint  a  new  chief  executive  officer, 
senior  lending  officer,  and  officer  to  head  operations, 
(6)  adopt  a  conflict  of  interest  policy,  (7)  increase 
liquidity,  (8)  develop  a  funds  management  policy,  (9) 


retain  an  independent  certified  accountant  to  perform 
direct  verification;  (10)  obtain  credit  information  and 
correct  collateral  exceptions;  (11)  revise  the  loan 
policy;  (12)  adopt  policies  and  procedures  to  reduce 
unwarranted  concentrations  of  credit;  (13)  establish  a 
loan  review  system;  (14)  engage  the  services  of  an 
independent,  certified  appraiser  to  provide  appraisals 
on  real  and  personal  property;  (15)  strengthen  collec¬ 
tion  efforts;  (16)  adopt  and  implement  policies  and 
procedures  governing  nonaccrual  loans;  (17)  adopt  a 
program  for  criticized  assets;  (18)  review  the  ad¬ 
equacy  of  the  allowance  for  possible  loan  losses;  (19) 
implement  an  investment  policy;  (20)  develop  a  profit 
plan;  (21)  develop  a  capital  plan;  (22)  refrain  from 
paying  dividends  without  the  prior  written  approval  of 
the  District  Administrator;  (23)  develop  and  implement 
a  consumer  compliance  program;  and  (24)  correct 
internal  control  deficiencies. 

302.  Bank  with  assets  of  less  than  $25  million 

An  examination  of  the  bank  revealed  deterioration  in 
the  overall  condition  of  the  bank.  In  particular,  the 
examination  revealed  high  levels  of  criticized  assets, 
inadequate  board  and  management  supervision,  an 
inadequate  allowance  for  possible  loan  losses  and 
poor  earinings.  Current  and  satisfactory  credit  infor¬ 
mation  was  lacking.  Collection  efforts  were  in  need  of 
strengthening.  The  bank  had  no  loan  review  system, 
and  its  lending  policy  needed  revision.  Capital  was 
marginal.  An  internal  audit  program  was  needed. 

An  Order  to  Cease  and  Desist  required  the  bank  to:  (1 ) 
conduct  a  study  of  management  and  board  super¬ 
vision;  (2)  adopt  a  program  for  criticized  assets;  (3) 
strengthen  collection  efforts;  (4)  obtain  credit  informa¬ 
tion;  (5)  establish  a  loan  review  program;  (6)  review 
and  revise  the  lending  policy;  (7)  review  the  adequacy 
of  the  allowance  for  possible  loan  losses;  (8)  develop 
a  profit  plan;  (9)  develop  a  capital  program;  and  (10) 
establish  an  internal  audit. 

303.  Bank  with  assets  of  $50  to  100  million 

An  examination  disclosed  poor  asset  quality,  exces¬ 
sive  credit  and  collateral  exceptions,  an  inadequate 
allowance  for  possible  loan  losses,  poor  earnings,  a 
lack  of  adequate  written  policies  including  lending 
policy  and  loan  review  system,  imprudent  lending 
practices  and  poor  supervision. 

An  Agreement  required  a  study  of  management  su¬ 
pervision,  a  written  program  to  strengthen  criticized 
assets,  the  elimination  of  credit  and  collateral  excep¬ 
tions,  revision  of  the  lending  policy,  implementation  of 
an  internal  loan  review  system,  maintenance  of  an 
adequate  allowance  for  possible  loan  losses,  develop¬ 
ment  of  a  strategic  plan,  correction  of  violations  of  law. 


refiling  of  regulatory  reports,  and  correction  of  internal 
control  deficiencies. 


304.  Bank  with  assets  of  $50  to  $100  million 

A  recent  examination  revealed  a  high  volume  of  clas¬ 
sified  assets,  a  large  number  of  past  due  and  nonac¬ 
crual  loans;  poor  loan  documentation:  poor  earnings: 
inadequate  capitalization;  an  inadequate  allowance 
for  possible  loan  losses  and  ineffective  supervision  by 
the  board  and  management.  Special  loan  loss  provi¬ 
sions  virtually  eliminated  profitability.  The  bank's  col¬ 
lection  program  was  weak. 

An  Agreement  required  the  following:  (1 )  a  program  to 
reduce  criticized  assets  and  grounds  of  criticism;  (2) 
correction  of  credit  and  collateral  exceptions;  (3)  loan 
policy  revisions;  (4)  design  and  implementation  of  a 
collection  program;  (5)  review  and  maintenance  of  an 
adequate  allowance  for  possible  loan  losses;  (6)  de¬ 
velopment  of  plans  to  achieve  and  maintain  capital  at 
a  predetermined  level  and  development  of  a  capital 
plan;  (7)  development  of  a  3-year  business  plan;  (8)  a 
study  of  management  and  board  supervision;  and  (9) 
revision  of  the  funds  management  policy. 


305.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  that  problems  resulted  from 
inadequate  board  and  management  supervision,  par¬ 
ticularly  in  the  lending  area.  Concerns  included  poor 
credit  judgment,  uninformed  lending,  overlending, 
and  inadequate  monitoring  systems  and  controls. 
Classified  assets  were  excessive.  A  former  loan  officer 
had  circumvented  his  established  lending  authority 
and  had  made  numerous  unsafe  and  unsound  loans 
An  inadequate  allowance  for  possible  loan  losses 
monitoring  system  required  a  substantial  charge  to 
earnings  to  achieve  adequacy.  Inadequate  funds 
management  policies  and  planning,  and  rapid  asset 
growth  resulted  in  the  bank  funding  asset  growth  by 
acquiring  brokered  deposits. 

An  Agreement  required  a  program  for  reduction  of 
criticized  assets;  improved  loan  documentation  pro¬ 
cedures;  revision  of  loan  policy;  establishment  of  a 
loan  review  function;  periodic  review  and  maintenance 
of  an  adequate  allowance  for  possible  loan  losses, 
development  of  a  funds  management  policy,  develop¬ 
ment  of  a  3-year  capital  plan  and  a  3-year  business 
plan;  a  study  of  current  management  and  board 
supervision;  correction  of  all  violations  of  law.  develop¬ 
ment  of  a  consumer  compliance  program,  and  correc¬ 
tion  of  internal  control  deficiencies 
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306  Bank  with  assets  of  less  than  $25  million 

An  examination  disclosed  several  insider  violations 
nciuding  one  warranting  reimbursement  to  the  bank, 
and  abuse  by  the  principal  shareholders  who  were 
experiencing  financial  difficulties  Furthermore,  the 
bank  was  operating  without  a  written,  comprehensive 
conflict  of  interest  policy. 

An  Agreement  prohibited  additional  extensions  of 
credit  to  the  principal  owners  or  their  related  interests; 
required  that  all  fees  and  other  compensation  receive 
the  prior  approval  of  the  District  Administrator;  re¬ 
quired  prior  approval  before  dividends  can  be  paid; 
required  written  notice  prior  to  changes  in  the  board  or 
executive  officers,  a  written  comprehensive  conflict  of 
interest  policy  and  a  review  of  existing  relationships 
with  insiders.  Finally,  the  Agreement  required  the 
correction  of  all  violations  of  law  and  the  adoption  of 
procedures  to  prevent  their  recurrence. 

307.  Bank  with  assets  of  $25  to  $50  million 

An  examination  disclosed  that  the  bank  had  turned  to 
an  affiliate  to  generate  loan  growth.  Approximately 
three-quarters  of  the  classified  loans  were  centered  in 
participations  originated  at  the  affiliate.  Management 
and  board  supervision  was  unsatisfactory.  Classified 
assets  were  substantial.  Loan  documentation  excep¬ 
tions  were  inordinately  high  A  controversial  interpreta¬ 
tion  of  FASB  Rule  13  as  to  the  proper  method  of 
accounting  for  income  derived  from  a  sale/leaseback 
transaction  resulted  in  the  bank  having  to  restate 
income  figures.  Consequently  the  bank's  legal  lending 
limit  was  reduced  and  resulted  in  some  21  violations  of 
12  USC  84  Earnings  were  poor,  capital  was  declining 
due  to  continued  operating  losses  and  rapid  asset 
growth,  the  allowance  for  possible  loan  losses  was 
inadequate  and  funds  management  was  deficient. 

An  Agreement  required  the  bank  to:  (1)  take  steps  to 
improve  loan  documentation;  (2)  adopt  a  policy  on 
loan  concentrations;  (3)  revise  the  loan  policy;  (4) 
establish  a  loan  review  function;  (5)  review  and  main¬ 
tain  an  adequate  allowance  for  possible  loan  losses; 
(6)  correct  each  violation  of  law  including  violations  of 
12  USC  84,  (7)  develop  a  funds  management  policy, 
develop  a  3-year  business  plan;  (8)  develop  and 
implement  a  written  program  designed  to  remedy 
each  criticized  asset,  and  (9)  develop  a  policy  to 
ensure  participations  are  purchased  in  accordance 
with  Banking  Circular  181 

308  Bank  with  assets  of  less  than  $25  million 

The  bank  s  overall  condition  was  disclosed  as  un- 
sar  sfaotory  after  the  most  recent  examination  High 
.  iv.  Fed  assets  excessive  credit  and  collateral  ex¬ 


ceptions,  an  inadequate  allowance  for  possible  loan 
losses,  poor  earnings,  inadequate  capital,  numerous 
law  violations  including  consumer  protection  laws, 
inadequate  internal  audit,  and  lack  of  major  policies 
were  major  deficiencies.  The  primary  cause  of  the 
bank's  decline  was  an  inept  president  and  insufficient 
board  supervision. 

An  Agreement  required  strengthening  of  criticized 
assets;  correcting  credit  and  collateral  exceptions  and 
law  violations;  developing  a  lending  policy  and  poli¬ 
cies  on  conflicts  of  interest,  funds  management,  con¬ 
sumer  compliance,  and  internal  audit;  establishing  a 
loan  review  system  and  a  quarterly  review  of  the 
allowance  for  possible  loan  losses  revising  the  invest¬ 
ment  policy;  adopting  capital  and  business  plans;  and 
performing  a  management  study. 

309.  Bank  with  assets  of  $50  to  $100  million 

A  recent  examination  revealed  that  the  bank's  asset 
quality  had  deteriorated  and  the  allowance  for  pos¬ 
sible  loan  losses  was  inadequate.  The  required  provi¬ 
sion  to  the  allowance  for  possible  loan  losses  and  the 
large  amount  of  accrued  interest  reversed  resulted  in 
poor  earnings.  Both  liquidity  and  capital  were 
strained  In  addition,  loan  documentation  exceptions 
and  past  due  loans  were  excessive.  There  was  no 
formal  internal  loan  review  and  the  bank  was  trading 
municipal  securities  without  proper  policies  or  proce¬ 
dures  Policies  for  all  major  areas  were  outdated  or 
nonexistent  and  numerous  violations  of  law  were 
noted.  Many  deficiencies  were  primarily  the  result  of 
lax  board  supervision  and  insufficient  staffing. 

An  Agreement  required  the  establishment  of  a  pro¬ 
gram  addressing  the  excessive  criticized  assets  and 
revised  or  new  policies  for  loans,  nonaccruals,  collec¬ 
tions,  and  funds  management.  A  liquidity  program 
was  to  be  developed  along  with  a  capital  and  busi¬ 
ness  plan.  Finally,  the  Agreement  required  correction 
of  violations  and  internal  control  exceptions  and  reg¬ 
istration  as  a  municipal  securities  dealer.  Policies 
governing  securities  trading  were  to  be  developed.  A 
senior  lending  officer  was  to  be  hired  or  appointed 
subject  to  the  District  Director's  veto. 

310.  Bank  with  assets  of  $25  to  $50  million 

The  most  recent  examination  revealed  that  the  bank's 
overall  condition  was  unsatisfactory  Problem  assets 
were  excessive.  Credit  and  collateral  documentation 
exceptions  were  high  Capitalization  of  accrued  and 
uncollected  loan  interest  was  a  standard  practice 
Funds  management  practices  were  unacceptable 
Earnings  were  adversely  affected  by  a  required  provi¬ 
sion  to  the  allowance  for  possible  loan  losses  which 
was  inadequate  Numerous  law  violations,  internal 


control  exceptions  and  EDP  deficiencies  were  noted 
There  was  no  internal  audit  and  the  external  audit's 
scope  was  insufficient.  Compliance  with  consumer 
legislation  was  poor.  Deficiencies  were  the  result  of 
poor  supervision  by  the  board  and  management. 

An  Agreement  required  strengthening  criticized  as¬ 
sets;  correcting  credit  and  collateral  exceptions;  cor¬ 
recting  law  violations,  internal  control  exceptions  and 
EDP  deficiencies;  developing  or  revising  policies  for 
lending,  nonaccrual  loans,  funds  management,  invest¬ 
ments  and  consumer  compliance;  implementing  an 
internal  loan  review  system,  a  quarterly  documented 
allowance  for  possible  loan  losses  review,  establish¬ 
ing  an  independent  internal  audit  function;  engaging 
an  acceptable  external  auditor;  and  adopting  a 
budget  and  strategic  plan. 

31 1 .  Bank  with  assets  of  less  than  $25  million 

The  bank's  overall  condition  was  unsatisfactory  due  to 
a  large  number  of  criticized  assets,  excessive  credit 
and  collateral  exceptions,  an  inadequate  allowance 
for  possible  loan  losses,  poor  earnings,  and  inade¬ 
quate  funds  management  techniques.  These  deficien¬ 
cies  were  caused  essentially  by  inadequate  board 
supervision  and  poor  loan  administration. 

An  Agreement  required  a  program  to  lessen  criticized 
assets,  establishment  or  revision  of  policies  for  loans, 
collections,  allowance  for  possible  loan  losses,  funds 
management,  and  liquidity;  correction  of  credit  and 
collateral  exceptions,  violations  of  law  and  EDP  defi¬ 
ciencies;  a  management  study;  and  a  capital  plan. 

312.  Bank  with  assets  of  $25  to  $50  million 

An  examination  disclosed  significant  deterioration  in 
asset  quality,  weak  management  and  supervision,  an 
inadequate  allowance  for  possible  loan  losses,  and 
several  violations  of  12  USC  84.  Weak  supervision  by 
the  board  was  considered  the  primary  source  of  the 
problem.  The  amount  of  classified  assets  had  grown 
significantly  from  the  previous  examination,  while  the 
level  of  past  due  loans  was  substantial. 

An  Agreement  required  a  study  of  current 
management’s  effectiveness  and  the  adequacy  of 
board  supervision.  The  bank  agreed  to  correct  viola¬ 
tions  of  law,  to  adopt  and  implement  a  written  program 
designed  to  collect,  strengthen  or  otherwise  eliminate 
the  grounds  of  criticism  for  all  assets  criticized,  refrain 
from  extending  additional  credit  to  borrowers  whose 
loans  had  been  criticized  unless  failure  to  extend  such 
credit  is  shown  to  be  substantially  detrimental  to  the 
bank.  The  bank  agreed  to  improve  loan  administration 
and  to  adopt  and  implement  written  policies  and 
procedures  concerning  the  supervision  and  control  of 


nonaccrual  loans.  The  bank  agreed  to  establish  a  loan 
review  system  to  periodically  review  the  loan  portfolio, 
to  assess  the  adequacy  of  the  bank's  allowance  for 
possible  loan  losses,  remedy  deficiencies  in  the  quar¬ 
ter  of  discovery,  and  to  establish  a  program  for  the 
maintenance  of  an  adequate  allowance  It  was  agreed 
that  the  bank  would  develop  and  implement  a  written 
funds  management  policy. 

313.  Bank  with  assets  of  less  than  $25  million 

An  examination  disclosed  that  the  condition  of  the 
bank  had  deteriorated.  Poor  loan  administration  and 
lax  collection  efforts  were  judged  to  be  the  primary 
reasons.  Classified  assets  increased  significantly,  and 
nonaccrual  loans  increased  sharply.  The  bank  was 
adding  unpaid  interest  to  principal  and  granting  re¬ 
newals  and  extensions  without  cause  or  reduction. 
Internal  reporting  was  inaccurate  and  collateral  and 
financial  exceptions  were  high.  The  allowance  for 
possible  loan  losses  was  marginal.  The  consumer 
compliance  program  was  inadequate. 

An  Agreement  required  the  bank  to  study  current 
management’s  effectiveness  and  capabilities  and  the 
adequacy  of  board  supervision.  The  bank  agreed  to 
adopt  and  implement  a  written  program  designed  to 
collect,  strengthen  or  otherwise  eliminate  the  grounds 
of  criticism  for  all  assets  criticized.  The  bank  agreed  it 
would  refrain  from  extending  additional  credit  to  bor¬ 
rowers  whose  loans  had  been  criticized  unless  failure 
to  extend  such  credit  is  shown  to  be  substantially 
detrimental  to  the  bank.  The  bank  agreed  to  develop 
and  implement  a  written  program  to  improve  loan 
administration,  adopt  and  implement  written  policies 
and  procedures  concerning  the  supervision  and  con¬ 
trol  of  nonaccrual  loans  and  to  assess  the  adequacy  of 
the  bank's  allowance  for  possible  loan  losses,  remedy 
deficiencies  in  the  quarter  of  discovery,  and  to  estab¬ 
lish  a  program  for  the  maintenance  of  an  adequate 
allowance.  The  bank  agreed  it  would  develop  and 
implement  a  written  consumer  compliance  program. 

314.  Bank  with  assets  of  less  than  $25  million 

An  examination  of  the  bank  revealed  continued  de¬ 
terioration  in  the  overall  condition  of  the  bank.  In 
particular,  the  examination  revealed  high  levels  of 
criticized  assets,  inadequate  management  and  board 
supervision  and  an  inadequate  allowance  for  possible 
loan  losses.  Capital  was  marginal  and  loan  review 
system  was  weak.  The  bank’s  lending  policy  was 
inadequate  and  additional  credit  information  wa; 
needed  in  many  situations  Collections  were  weak  and 
the  bank  needed  a  profit  plan 

An  Order  to  Cease  and  Desist  required  the  bank  to 
employ  an  independent  outside  management  consult 
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ant  to  conduct  a  management  study,  develop  and 
implement  a  capital  plan,  adopt  a  written  program  for 
criticized  assets,  expand  the  loan  review  function  and 
revise  its  lending  policy,  obtain  satisfactory  credit 
information,  adopt  a  written  policy  regarding  renewals; 
review  control  and  collection  procedures  for  delin¬ 
quent  loans,  develop  a  profit  plan;  and  refrain  from 
paying  dividends  without  the  prior  written  approval  of 
the  District  Administrator. 

315.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  deterioration  in  the  overall 
condition  of  the  bank.  In  particular,  the  examination 
revealed  a  high  level  of  criticized  assets,  an  under¬ 
staffed  lending  department,  depleted  earnings  and 
inadequate  capital.  Collection  efforts  were  weak  and 
nonaccrual  loans  excessive.  Current  and  satisfactory 
credit  information  was  lacking  in  several  cases  and 
collateral  had  not  always  been  perfected.  The  bank's 
loan  review  system  was  inadequate  and  its  allowance 
for  possible  loan  losses  was  not  reviewed  on  a  peri¬ 
odic  basis.  The  bank  needed  a  funds  management 
policy  and  its  lending  policy  needed  revision.  Internal 
control  deficiencies  existed  There  were  violations  of 
the  consumer  laws  and  the  consumer  compliance 
program  was  inadequate. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
employ  a  senior  lending  officer;  conduct  a  study  of 
management  and  board  supervision;  adopt  a  program 
addressing  the  criticized  assets;  strengthen  collection 
efforts;  adopt  and  implement  policies  and  procedures 
governing  nonaccrual  loans;  obtain  credit  information 
and  correct  collateral  exceptions  in  contravention  of 
Banking  Circular  181;  establish  a  loan  review  system; 
review  the  adequacy  of  the  allowance  for  possible 
loan  losses;  develop  a  capital  program;  adopt  and 
implement  a  strategic  plan;  develop  and  implement  a 
funds  management  policy;  review  and  revise  the  lend¬ 
ing  policy;  refrain  from  accepting  brokered  funds; 
correct  internal  control  deficiencies;  correct  violations 
of  law  correct  violations  of  the  Equal  Credit  Op¬ 
portunity  Act;  correct  violations  of  the  Fair  Credit 
Reporting  Act;  and  develop  and  implement  a  con¬ 
sumer  compliance  program 

316.  Bank  with  assets  of  $25  to  $50  million 

An  examination  of  the  bank  revealed  deterioration  in 
the  overall  condition  of  the  bank.  In  particular,  the 
examination  revealed  high  levels  of  criticized  assets, 
excessive  credit  exceptions  and  poor  earnings  These 
problems  were  primarily  attributable  to  serious  man¬ 
agement  and  board  supervision  deficiencies  A  con- 
‘  icf  of  interest  policy  was  needed  Policies  were 
ar>  r  q  or  inadequate  in  the  areas  of  nonaccruals  and 
oar  re/  e//c  The  allowance  for  possible  loan  losses 


was  not  reviewed  periodically.  Capital  was  marginal 
Current  and  satisfactory  credit  information  was  often 
lacking  Several  collateral  exceptions  were  cited  In¬ 
ternal  audit  deficiencies  existed  Several  violations  of 
law  were  found,  and  a  consumer  compliance  program 
was  lacking.  The  bank's  loan  policy  was  not  complied 
with. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
employ  an  independent  outside  management  consult¬ 
ant  to  conduct  a  study  of  management  and  board 
supervision;  adopt  a  conflict  of  interest  policy;  adopt  a 
program  for  criticized  assets;  adopt  and  implement 
policies  and  procedures  governing  nonaccrual  loans; 
establish  a  loan  review  system;  review  the  adequacy 
of  the  allowance  for  possible  loan  losses;  develop  a 
capital  program;  refrain  from  paying  dividends  without 
the  prior  written  approval  of  the  District  Administrator; 
obtain  credit  information  and  correct  collateral  excep¬ 
tions;  refrain  from  extending  credit  which  is  not  in 
conformity  with  the  loan  policy;  correct  internal  audit 
deficiencies;  correct  violations  of  law;  and  implement 
a  consumer  compliance  program. 


317.  Bank  with  assets  of  $50  to  $100  million 

An  examination  of  the  bank  revealed  deterioration  in 
the  overall  condition  of  the  bank.  In  particular,  the 
examination  revealed  high  levels  of  criticized  assets, 
violations  of  law,  inadequate  controls  and  an  inade¬ 
quate  allowance  for  possible  loan  losses.  These  prob¬ 
lems  were  primarily  attributable  to  inadequate  lending 
practices  and  inadequate  management  and  super¬ 
vision.  A  loan  review  system  was  lacking  and  there 
was  no  policy  on  nonaccrual  loans.  Credit  information 
was  lacking  in  many  situations.  The  allowance  for 
possible  loan  losses  was  not  reviewed  periodically. 
Inaccurate  reports  of  conditions  had  been  filed.  Capi¬ 
tal  was  marginal  and  a  funds  management  plan  was 
lacking.  An  audit  program  was  needed  and  internal 
control  deficiencies  existed. 

A  Order  to  Cease  and  Desist  required  the  bank  to 
conduct  a  study  of  management  and  board  super¬ 
vision;  employ  a  senior  lending  officer;  adopt  a  pro¬ 
gram  addressing  criticized  assets;  establish  a  loan 
review  system;  revise  its  lending  policy;  adopt  policies 
and  procedures  governing  nonaccrual  loans;  correct 
credit  information  deficiencies;  review  the  adequacy 
of  the  allowance  for  possible  loan  losses;  refile  and 
republish  a  Report  of  Condition;  correct  violations  of 
law;  develop  a  profit  plan;  develop  a  capital  plan; 
develop  a  liquidity  and  asset/liability  management 
policy;  develop  an  audit  program,  and  correct  internal 
control  deficiencies 


318.  Bank  with  assets  of  $50  to  $100  million 

An  examination  revealed  that  the  bank’s  overall  condi¬ 
tion  had  deteriorated  significantly  as  a  result  of  poor 
supervision.  There  was  a  substantial  increase  in  the 
level  of  criticized  assets.  Loan  administration  was  poor 
and  internal  loan  review  was  ineffective.  The  bank  had 
imprudently  capitalized  interest.  Formal  policies  cov¬ 
ering  this  practice  and  nonaccrual  loans  were  lacking. 
Remaining  loan  policies  were  not  complied  with.  The 
allowance  for  possible  loan  losses  and  its  review 
process  were  both  deficient.  Violations  of  law  were 
cited  for  approving  insider  loans,  financial  rec¬ 
ordkeeping,  and  a  lack  of  credit  information  for  securi¬ 
ties  purchased.  Earnings  performance  was  poor  for 
1984.  The  bank  lacked  any  formalized  asset/liability 
liability  management  policy  and  an  adequate  funds 
management  system. 

An  Agreement  required  a  study  of  current 
management’s  effectiveness  and  capabilities  as  well 
as  the  adequacy  of  board  supervision.  Violations  of 
law  were  to  be  corrected.  Procedures  were  to  be 
implemented  which  required  the  proper  preparation  of 
and  filing  of  Reports  of  Condition  and  Income.  Quar¬ 
terly  progress  reports  on  the  status  of  criticized  assets 
were  to  be  submitted  to  the  District  Office.  The  bank 
agreed  it  would  refrain  from  extending  additional 
credit  to  borrowers  whose  loans  had  been  criticized 
unless  failure  to  extend  such  credit  is  shown  to  be 
substantially  detrimental  to  the  bank,  and  a  majority  of 
the  Board  approves  of  the  additional  extensions.  The 
bank  agreed  to  develop  and  implement  a  written 
program  to  improve  loan  administration  and  to  correct 
all  collateral  exceptions.  The  bank  agreed  to  refrain 
from  extending  secured  credit  without  obtaining,  ana¬ 
lyzing  and  perfecting  collateral  documentation.  The 
bank  was  to  adopt  and  implement  policies  and  pro¬ 
cedures  concerning  nonaccrual  loans  and  to  establish 
a  loan  review  system.  The  bank  agreed  to  review  the 
adequacy  of  the  allowance  for  possible  loan  losses, 
remedy  deficiencies  in  the  quarter  of  discovery,  and 
establish  a  program  for  the  maintenance  of  an  ad¬ 
equate  allowance.  A  written  funds  management  policy 
would  be  developed.  A  profit  plan  designed  to  im¬ 
prove  and  sustain  bank  earnings  would  be  devised. 
The  bank  agreed  that  capital  would  not  be  allowed  to 
fall  below  a  fixed  level  in  relation  to  total  assets,  and  a 
3-year  capital  plan  subject  to  the  prior  approval  of  the 
OCC  would  be  developed.  The  bank  would  not  pay 
dividends  unless  such  dividends  are  in  compliance 
with  law,  in  the  best  interest  of  the  bank  and  consistent 
with  the  bank’s  capital  plan.  The  bank  agreed  to 
review  the  adequacy  of  its  internal  audit  program  and 
implement  corrective  action  for  deficiencies  identified 
in  the  audits.  The  bank  agreed  to  correct  the  internal 
control  deficiencies. 


319.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  continued  deterioration  of 
the  bank.  In  particular,  the  examination  revealed  man¬ 
agement  deficiencies,  violations  of  law,  high  levels  of 
criticized  assets  and  OREO,  inadequate  capital,  an 
inadequate  allowance  for  possible  loan  losses  and 
poor  earnings.  A  loan  review  system  was  needed 
Collection  efforts  were  weak.  A  policy  governing 
nonaccruals  was  needed.  The  bank  did  not  have  a 
policy  on  OREO,  the  allowance  for  possible  loan 
losses  had  not  been  reviewed  on  a  periodic  basis  and 
the  funds  management  policy  needed  revision. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
correct  violations  of  law;  hire  an  independent,  outside 
management  consultant  to  conduct  a  management 
study;  establish  a  loan  review  system;  implement  a 
program  to  strengthen  collection  efforts;  adopt  a  writ¬ 
ten  program  for  criticized  assets;  adopt  written  poli¬ 
cies  and  procedures  governing  nonaccrual  loan;  en¬ 
gage  the  services  of  qualified  appraisers  to  provide 
annual  appraisals;  develop  an  OREO  policy;  review 
the  adequacy  of  the  allowance  for  possible  loan 
losses;  revise  the  funds  management  policy;  develop 
a  written  profit  plan;  achieve  and  maintain  adequate 
capital;  and  refrain  from  paying  dividends  without  the 
prior  written  approval  of  the  District  Administrator. 

320.  Bank  with  assets  of  $50  to  $100  million 

An  examination  revealed  that  inadequate  loan  super¬ 
vision  (including  a  poor  policy  and  a  lax  review  sys¬ 
tem)  had  resulted  in  significant  deterioration.  Assets 
subject  to  criticism  were  excessive.  The  allowance  for 
possible  loan  losses  was  inadequate  and  required  a 
substantial  provision,  thereby  eliminating  the  year-to- 
date  income  and  the  prospect  for  profits.  Funds 
management  policy  needed  expansion.  Trust  activi¬ 
ties  were  lacking  a  comprehensive  policy  and  admin¬ 
istration  manual. 

An  Agreement  required  correction  of  violations;  ac¬ 
tions  to  protect  the  bank's  interest  in  criticized  assets, 
a  program  to  eliminate  the  basis  of  criticism;  obtaining 
adequate  loan  documentation;  improvement  of  collec¬ 
tion  efforts;  revision  of  the  loan  policy;  establishment  of 
a  renewal  policy,  a  loan  review  system,  a  3-year 
business  plan,  a  funds  management  policy,  an  inter¬ 
nal  audit  program;  refiling  and  republishing  a  call 
report,  and  establishment  of  trust  administration  poli¬ 
cies. 

321.  Bank  with  assets  of  $50  to  $100  million 

An  examination  revealed  an  excessive  amount  of 
assets  subject  to  criticism  Credit  and  collateral  ex¬ 
ceptions  were  high  as  were  delinquent  credits  Due  to 
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. Derai  renewal  practices,  the  bank  was  in  a  liability- 
sensitive  position  A  large  provision  to  the  allowance 
tor  possible  loan  losses  and  a  shrinking  interest  mar¬ 
gin  resulted  in  a  net  loss  Violations  of  law  relating  to 
documentation  and  recordkeeping  were  cited.  Man¬ 
agement  was  weak  A  new  loan  policy  was  needed  as 
was  a  policy  governing  nonaccruals  and  collections. 
The  bank  had  no  loan  review  system  The  allowance 
for  possible  loan  losses  was  inadequate  as  was  the 
consumer  compliance  program  Internal  control  defi¬ 
ciencies  existed  and  the  bank  needed  a  capital  plan. 

An  Agreement  required  the  bank  to  conduct  a  man¬ 
agement  study:  employ  a  senior  lending  officer;  pro¬ 
tect  the  bank's  interest  in  criticized  assets;  develop  a 
loan  policy,  a  nonaccrual  loan  policy,  and  a  renewal 
and  collection  policy;  establish  a  loan  review  system; 
maintain  adequate  loan  documentation;  establish  an 
adequate  allowance  for  possible  loan  losses;  correct 
violations;  develop  a  capital  and  profit  plan;  develop  a 
consumer  compliance  program  and  correct  internal 
control  deficiencies. 

322.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  that  poor  loan  portfolio  su¬ 
pervision  had  resulted  in  classified  assets  reaching  an 
excessive  level  The  allowance  for  possible  loan 
losses  was  inadequate  and  the  provision  expense 
required  to  bring  it  to  an  adequate  level  depleted 
year-to-date  earnings.  Earnings  also  suffered  from 
declining  net  interest  margins  caused  by  poor  funds 
management  practices.  Several  violations  of  law  were 
cited.  A  revised  consumer  compliance  program  was 
needed,  as  were  a  conflict  of  interest  policy,  a  strate¬ 
gic  plan  and  a  budget. 

An  Agreement  required  programs  to  reduce  criticized 
assets,  improve  loan  supervision,  provide  for  an  ad¬ 
equate  allowance  for  possible  loan  losses  and  im¬ 
prove  funds  management  practices  The  lending  pol¬ 
icy  was  to  be  revised  and  the  problem  of  nonaccrual 
loans  addressed  Violations  of  law  were  to  be  cor¬ 
rected,  collection  efforts  strengthened  and  concentra¬ 
tions  of  loans  governed  by  policy.  A  loan  review 
system  was  to  be  established  and  a  conflict  of  interest 
policy  added  Further,  the  bank  agreed  to  perform  a 
management  study,  to  adopt  and  carry  out  a  capital 
plan  an  internal  audit  program,  and  a  strategic  plan 
and  budget 

323  Bank  with  assets  of  less  than  $25  million 

A  recent  examination  revealed  that  the  bank  had  been 
operating  without  proper  controls  or  board  super¬ 
vision  The  bank  did  not  have  a  president  for  several 
"tenths  Poor  lending  practices  resulted  in  an  exces- 
c  ve  arno  jr  t  of  assets  subject  to  criticism  The  allow¬ 


ance  for  possible  loan  losses  was  inadequate  and 
required  a  substantial  provision.  The  outlook  for  im¬ 
mediate  profits  was  poor  Funds  management  activi¬ 
ties  were  not  adequately  supervised  Several  viola¬ 
tions  of  law  were  disclosed.  Consumer  compliance 
deficiencies  existed. 

An  Agreement  required  the  hiring  of  a  senior  lending 
officer;  a  program  to  eliminate  the  basis  for  criticized 
assets;  a  loan  review  system;  adequate  policies  for 
loans  and  funds  management;  and  programs  for  cor¬ 
recting  and  preventing  violations  of  law,  maintaining 
an  adequate  allowance  for  possible  loan  losses,  im¬ 
proving  collection  efforts,  maintaining  adequate  capi¬ 
tal  and  improving  earnings. 

324.  Bank  with  assets  of  less  than  $25  million 

Uncontrolled  growth  in  this  bank  and  poor  directorate 
and  management  supervision  resulted  in  serious 
problems.  Criticized  assets  were  excessive  as  were 
credit/collateral  exceptions.  Numerous  violations  of 
the  legal  lending  limit  were  disclosed.  The  allowance 
for  possible  loan  losses  was  inadequate  and  required 
an  extraordinary  provision,  which  absorbed  year-to- 
date  income  and  resulted  in  a  net  loss.  Primary  capital 
was  inadequate.  There  was  evidence  of  insider  abuse. 
Consumer  compliance  deficiencies  were  found. 

An  Order  to  Cease  and  Desist  required  the  bank  to:  (1 ) 
conduct  a  management  study  and  establish  a  pro¬ 
gram  to  address  the  excessive  criticized  assets;  (2) 
restrict  loans  to  borrowers  whose  loans  were  criti¬ 
cized;  (3)  improve  collection  efforts;  (4)  develop  a  loan 
policy;  (5)  establish  a  loan  review  system;  (6)  obtain 
current  documentation;  and  (7)  monitor  concentra¬ 
tions  of  credit.  The  Order  further  required  the  bank  to 
maintain  an  adequate  allowance  for  possible  loan 
losses;  properly  handle  loan  participations,  both  pur¬ 
chased  and  sold;  correct  all  violations  of  law;  develop 
a  funds  management  policy;  develop  a  conflict  of 
interest  policy;  develop  a  profit  and  capital  plan;  and 
maintain  primary  capital  at  a  predetermined  level. 
Finally  the  bank  was  required  to  develop  an  internal 
audit,  develop  a  consumer  compliance  program,  cor¬ 
rect  internal  control  deficiencies,  and  amend  call 
reports. 

325.  Bank  with  assets  of  $50  to  $100  million 

The  bank's  allowance  for  possible  loan  losses  was 
deemed  inadequate.  Management's  expansionary 
philosophy  during  a  recessionary  period  coupled  with 
high  turnover  in  the  lending  staff  was  a  primary  cause 
of  the  poor  credit  risk  selections.  Overall  supervision 
had  been  less  than  satisfactory 

A  Memorandum  of  Understanding  required  the  bank 


to  address  the  excessive  criticized  assets.  A  manage¬ 
ment  study  was  called  for.  Loan  documentation  ex¬ 
ceptions  were  to  be  addressed  and  compliance  with 
the  bank's  loan  policy  strengthened.  The  bank  was  to 
establish  a  loan  review  system  and  periodically  review 
the  allowance  for  possible  loan  losses  for  adequacy.  A 
capital  plan  was  to  be  established  and  carried  out  as 
was  a  new  funds  management  policy. 

326.  Bank  with  assets  of  less  than  $25  million 

A  recent  examination  revealed  that  uncontrolled  loan 
portfolio  growth  had  resulted  in  excessive  criticized 
assets.  Failure  to  obtain  proper  credit  documentation 
and  lax  supervision  resulted  in  increased  loan  losses 
and  an  inadequate  allowance  for  possible  loan  losses. 
Funds  management  practices  were  poor,  producing 
an  adverse  net  interest  margin  trend  and  deteriorated 
primary  capital.  Capital  was  considered  inadequate. 
Several  violations  of  banking  law,  including  the  legal 
lending  limit,  were  reported. 

An  Agreement  required  a  program  to  address  the 
excessive  criticized  assets,  a  revised  lending  policy 
and  the  periodic  review  and  maintenance  of  the 
allowance  for  possible  loan  losses.  Further,  collection 
efforts  were  to  be  strengthened,  an  earnings  and 
budget  plan  devised  and  followed  and  a  capital  plan 
developed.  Violations  of  law  were  to  be  corrected. 

327.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  that  classified  assets  (pri¬ 
marily  substandard  loans)  had  increased  substan¬ 
tially.  Loan  review  procedures  were  lacking  and  par¬ 
ticipations  purchased  from  affiliated  banks  were  of 
poor  quality.  Supervision  and  loan  administration  were 
poor.  Excessive  documentation  exceptions  existed. 
Investment  activity  involved  uncontrolled  trading  by 
the  bank’s  affiliated  management  consulting  company 
which  had  been  given  full  investment  authority.  The 
board  and  management  were  not  fully  informed  of 
policies  or  decisions.  Failure  to  provide  adequate 
policies  and  procedures  had  also  contributed  to  the 
decline  in  the  condition  of  the  bank.  Audit  activities 
were  unacceptable,  both  internally  and  externally. 
Management  lacked  internal  reports  to  make  effective 
funds  management  decisions.  The  bank’s  holding 
company  required  excessive  dividends  to  service  its 
heavy  debt  load. 

An  Agreement  required  the  bank  to  conduct  a  study  of 
board  supervision;  develop  a  program  for  criticized 
assets  and  restrict  loans  to  borrowers  whose  assets 
were  criticized;  improve  internal  procedures  for  par¬ 
ticipations  purchased;  correct  all  credit  and  collateral 
deficiencies;  develop  a  comprehensive  written  loan 
policy;  establish  an  adequate  loan  review  system; 


review  and  maintain  an  adequate  allowance  for  pos¬ 
sible  loan  losses;  declare  whether  individual  securities 
are  purchased  for  trading  or  investment  purposes, 
revise  the  investment  policy,  adopt  and  implement  a 
strategic  plan;  develop  a  budget;  formulate  a  written 
funds  management  policy;  prepare  a  3-year  capital 
program;  refrain  from  declaring  dividends  without 
prior  written  approval  of  the  Deputy  Comptroller;  im¬ 
plement  a  written  audit  program;  correct  all  violations 
of  law;  develop  a  written  consumer  compliance  pro¬ 
gram;  and  correct  internal  control  deficiencies. 

328.  Bank  with  assets  of  less  than  $25  million 

A  recent  examination  disclosed  numerous  violations  of 
law,  a  suspected  check  kiting  scheme,  and  a  large 
percentage  of  criticized  assets — all  involving  insiders 
of  the  bank.  In  addition,  the  loan  policy,  loan  review 
system  and  allowance  for  loan  and  lease  loss  review 
system  were  found  to  be  inadequate,  resulting  in  a 
decline  in  overall  asset  quality.  Credit  and  collateral 
exceptions  were  also  excessive. 

An  Order  to  Cease  and  Desist  required  correction  of 
the  violations  of  law  involving  insiders  and  all  other 
violations,  and  required  procedures  be  adopted  to 
prevent  future  violations.  The  board  was  also  required 
to  adopt  a  conflict  of  interest  policy  and  to  conduct  a 
study  of  current  management  and  board  supervision 
and  administration.  Furthermore,  the  Order  required 
the  formulation  and  implementation  of  a  written  pro¬ 
gram  to  reduce  criticized  assets;  the  elimination  of 
credit  and  collateral  exceptions;  the  adoption  of  a 
revised  loan  policy;  establishment  of  loan  review  and 
allowance  for  loan  and  lease  loss  review  systems;  and 
the  development  of  a  profit  plan  to  include  annual 
budgets. 

329.  Bank  with  assets  of  less  than  $25  million 

A  recent  examination  revealed  that  the  bank  needed  a 
new  chief  executive  officer  and  that  management  was 
weak.  A  substantial  increase  in  the  amount  of  classi¬ 
fied  assets  had  occurred  and  the  bank's  liquidity  was 
inadequate.  The  lending  policy  needed  revision  and 
loan  administration  and  collections  efforts  were  faulty 
Nonaccruals  were  high  and  the  bank  had  no  loan 
review  system  Charge-offs  set  out  in  the  Report  of 
Examination  were  disputed  and  the  bank's  allowance 
for  possible  loan  losses  was  inadequate  and  in  need 
of  periodic,  realistic  review  A  funds  management 
policy  was  needed  and  several  violations  of  law  were 
cited.  Deficiencies  were  reported  in  the  bank's  invest¬ 
ment  policy.  There  were  no  strategic  profit  plans  or 
budget  projections  to  sustain  earnings,  and  capital 
was  marginal 

An  Order  to  Cease  and  Desist  required  the  bank  to 
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appoint  a  new  chief  executive  officer  and  conduct  a 
study  of  management  A  program  addressing  the 
excessive  criticized  assets  was  to  be  formulated  and 
lending  to  criticized  borrowers  restricted.  The  lending 
policy  was  to  be  revised  and  loan  administration  and 
collection  efforts  strengthened  Further,  the  Order  re¬ 
quired  that  a  loan  review  system  be  devised  Charge- 
offs  directed  by  the  examination  report  were  to  be 
taken  and  the  bank's  allowance  for  possible  loan 
losses  reviewed  periodically  and  maintained  at  an 
adequate  level  A  funds  management  policy  was  to  be 
instituted  Violations  of  law  were  to  be  corrected  as 
were  deficiencies  in  the  bank's  investment  policy.  A 
profit  plan  and  budget  were  called  for.  A  capital  plan 
was  required 

330.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  that  the  bank  had  serious 
management  deficiencies.  Criticized  assets  had  in¬ 
creased  significantly  since  the  last  examination  and 
the  bank's  lending  policy  was  out  of  date.  Credit 
information  deficiencies  were  cited  on  several  loans 
and  collateral  exceptions  were  high.  Collection  efforts 
needed  strengthening  The  bank  did  not  have  an 
effective  loan  review  system  and  its  allowance  for 
possible  loan  losses  was  in  need  of  periodic,  realistic 
review.  The  funds  management  policy  needed  revi¬ 
sion  and  a  profit  plan  was  lacking.  Capital  was  mar¬ 
ginal,  and  several  violations  of  law  existed.  Internal 
control  deficiencies  were  cited. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
hire  an  independent  management  consultant  to  review 
management  and  the  bank  was  required  to  implement 
the  consultant’s  recommendations  or  explain  the  fail¬ 
ure  to  do  so  A  program  addressing  the  criticized 
assets  was  required  and  further  lending  to  borrowers 
with  criticized  loans  in  the  bank  was  restricted  Credit 
information  and  collateral  deficiencies  were  to  be 
corrected  and  collection  efforts  strengthened.  A  loan 
review  system  was  to  be  devised  and  implemented 
and  the  allowance  for  possible  loan  losses  reviewed 
periodically  A  funds  management  policy  was  to  be 
adopted  as  was  a  profit  plan.  Violations  of  law  were  to 
be  corrected  as  were  internal  control  deficiencies.  A 
capital  plan  was  needed 

331  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  that  the  bank's  condition  had 
deteriorated  Management  and  board  supervision 
//ere  weak  and  ineffective  There  were  excessive  law 
violations  problem  assets,  and  credit  and  collateral 
documentation  exceptions  Policies  were  lacking  for 
rajor  areas  of  the  bank  The  loan  policy  was  in- 
The  allowance  for  possible  loan  losses  was 
■  adeo  jafe  earnings  were  poor  and  capital  was  in¬ 


adequate  Funds  management  and  investment  prac¬ 
tice  were  unsatisfactory 

An  Agreement  required  strengthening  criticized  as¬ 
sets;  revising  the  loan  policy;  and  adopting  policies  for 
collections,  consumer  compliance,  investments,  secu¬ 
rities  trading  and  funds  management  An  internal  audit 
and  internal  loan  review  system  were  to  be  devised 
The  adequacy  of  the  allowance  for  possible  loan 
losses  was  to  be  reviewed  quarterly  and  credit  and 
collateral  exceptions  corrected  Violations  of  law  and 
internal  control  exceptions  were  to  be  remedied.  The 
bank  was  required  to  perform  a  management  study; 
appoint  or  employ  a  senior  lending  officer;  and  adopt 
a  budget,  and  capital  and  strategic  plans. 

332.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  that  the  bank  had  problems 
tied  to  participations  purchased  from  another  bank 
which  subsequently  failed.  Losses  from  these  loans 
eliminated  the  allowance  for  possible  loan  losses  and 
year-to-date  earnings  and  reduced  capital.  Classified 
assets  represented  a  significant  portion  of  gross  capi¬ 
tal  funds  Internal  control  deficiencies,  lack  of  proper 
management  information  systems  and  several  law 
violations  were  noted  Supervision  by  the  board  of 
directors  and  management  was  inadequate. 

A  Memorandum  of  Understanding  required  the  follow¬ 
ing:  (1)  revision  of  the  bank's  written  loan  policy;  (2) 
establishment  of  a  loan  review  system;  (3)  obtaining 
current  credit  and  collateral  documentation;  (4)  a 
program  to  strengthen  collection  efforts;  (5)  the  review 
and  maintenance  of  an  adequate  allowance  for  loan 
and  lease  losses;  and  (6)  the  performance  of  a  study 
of  the  bank's  management  needs.  The  bank  was 
further  required  to  develop  a  written  funds  manage¬ 
ment  policy,  a  budget,  and  a  3-year  capital  plan.  The 
bank's  investment  policy  was  to  be  revised,  an  internal 
audit  program  developed  and  all  internal  control  defi¬ 
ciencies  and  law  violations  were  to  be  corrected. 

333.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  that  asset  quality  had  de¬ 
teriorated  significantly,  due  primarily  to  liberal  lending 
practices  and  poor  supervision  and  administration  by 
directors  and  management.  Loan  losses  were  high. 
Credit  and  collateral  exceptions  were  excessive  and 
nonaccrual  loans  were  not  properly  identified.  The 
loan  policy  and  loan  review  function  were  inadequate 
and  there  was  no  review  of  the  allowance  for  possible 
loan  losses  A  large  required  provision  expense  and 
the  reversal  of  accrued  interest  on  nonaccrual  loans 
resulted  in  a  sizable  net  loss  year-to-date  There  were 
several  violations  of  law  and  numerous  internal  control 
deficiencies  The  internal  audit  was  unacceptable  and 
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there  were  problems  associated  with  controls  in  the 
EDP  area. 

An  Agreement  required  the  development  and  im¬ 
plementation  of  a  written  program  to  reduce  criticized 
assets;  elimination  of  credit  and  collateral  exceptions; 
establishment  of  a  loan  review  system;  a  review  of  the 
allowance  for  possible  loan  losses;  development  of  a 
loan  policy,  nonaccrual  policy,  collection  program, 
internal  audit  program,  consumer  compliance  pro¬ 
gram  and  a  funds  management  policy.  Further,  the 
bank  was  required  to  correct  all  violations  of  law, 
internal  control  and  EDP  deficiencies,  and  to  develop 
a  profit  plan  and  capital  plan. 

334.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  that  the  condition  of  the  loan 
portfolio  had  weakened.  Credit  and  collateral  docu¬ 
mentation  exceptions  were  excessive.  Earnings  were 
negatively  impacted  by  high  overhead  expenses, 
compressed  interest  margins  and  a  large  provision 
expense  to  the  allowance  for  possible  loan  losses.  The 
major  cause  of  asset  deterioration  was  lax  supervision 
by  the  board  of  directors  and  management  Loan 
participations  were  purchased  without  management 
obtaining  sufficient  credit  information.  A  significant 
portion  of  criticized  assets  were  purchased  loans.  The 
bank  had  no  funds  management  policy.  The  loan 
review  system  was  weak  and  collection  efforts  were 
lacking.  Capital  was  marginal  and  credit  information 
and  collateral  documentations  were  deficient. 

An  Agreement  required  a  written  program  to  improve 
criticized  assets;  procedures  to  obtain  and  maintain 
complete  and  current  credit  and  collateral  documen¬ 
tation;  guidelines  for  loan  participations;  and  a  man¬ 
agement  study  to  identify  weaknesses  and  staffing 
requirements.  A  funds  management  policy  was  called 
for,  as  were  strategic  and  capital  plans. 

335.  Bank  with  assets  of  $50  to  $100  million 

An  examination  revealed  that  the  bank’s  growth  had 
been  rapid  with  problem  assets  becoming  excessive. 
Operating  policies  and  budgeting  were  lacking.  Cor¬ 
rection  of  problems  had  been  slow.  Management  and 
supervision  of  the  bank  was  weak.  OREO  was  not 
handled  correctly.  The  loan  review  system  was  in¬ 
adequate.  Concentrations  of  credit  were  not  con¬ 
trolled  and  identified.  Several  violations  of  law  existed 
and  the  allowance  for  possible  loan  losses  was  not 
periodically  reviewed  and  maintained  at  an  adequate 
level.  Current  and  satisfactory  credit  information  was 
missing  in  many  loans.  Capital  was  marginal. 

A  Memorandum  of  Understanding  executed  with  the 
board  of  directors  require  the  bank  to:  (1 )  develop  and 


implement  a  written  program  designed  to  remove 
each  criticized  asset  from  that  status,  (2)  develop  a 
comprehensive  written  loan  policy;  (3)  monitor/control 
concentrations;  (4)  correct  loan  documentation  ex¬ 
ceptions;  (5)  develop  a  loan  review  system.  (6)  ad¬ 
dress  renewal  and  nonaccrual  of  loans  in  policies;  (7) 
perform  periodic  reviews  of  the  allowance  for  possible 
loan  losses;  (8)  develop  a  capital/business  plan;  (9) 
develop  policies  for  funds  management  (including 
limiting  brokered  deposits)  and  other  real  estate;  and 
(10)  correct  violations  of  law.  Quarterly  progress  re¬ 
ports  are  to  be  submitted. 

336.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  continued  deterioration  in 
the  overall  condition  of  the  bank  including  a  high  level 
of  criticized  assets,  inadequate  lending  staff,  an  in¬ 
adequate  allowance  for  possible  loan  losses  and  poor 
compliance  with  a  previous  administrative  action.  Col¬ 
lection  efforts  were  poor,  current  and  satisfactory 
credit  information  was  lacking  on  many  loans,  col¬ 
lateral  was  not  perfected  and  a  loan  review  system 
was  lacking.  Further,  the  loan  policy  was  not  being 
adhered  to  and  the  adequacy  of  the  allowance  for 
possible  loan  losses  was  not  reviewed  periodically. 
Erroneous  call  reports  had  been  filed  and  the  funds 
management  policy  was  in  need  of  revision.  Several 
violations  of  law  were  found. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
employ  a  senior  lending  officer;  employ  an  indepen¬ 
dent  outside  management  consultant  to  conduct  a 
study  of  management  and  board  supervision;  adopt  a 
program  for  criticized  assets;  strengthen  collection 
efforts;  obtain  credit  information  and  correct  collateral 
exceptions;  establish  a  loan  review  system;  refrain 
from  extending  credit  in  contravention  of  the  loan 
policy;  review  the  adequacy  of  the  allowance  for 
possible  loan  losses;  refile  and  republish  reports  of 
condition  and  income;  revise  the  funds  management 
policy;  and  correct  violations  of  law. 

337.  Bank  with  assets  of  $50  to  $100  million 

An  examination  of  the  bank  revealed  continued  de¬ 
terioration  of  the  bank.  In  particular,  the  examination 
revealed  inadequate  management,  high  levels  of  criti¬ 
cized  assets,  a  high  level  of  overdue  loans  and 
excessive  credit  information  deficiencies  and  col¬ 
lateral  exceptions  Collection  efforts  were  weak  and  a 
loan  review  system  was  lacking  Lending  policy  and 
nonaccrual  policy  revisions  were  needed  The  allow¬ 
ance  for  possible  loan  losses  was  not  reviewed  peri¬ 
odically  Violations  of  12  USC  84  existed  No  policy 
governed  the  identification  of  securities  for  trading  or 
for  investment  purposes  and  the  funds  management 
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policy  was  inadequate  Capital  was  marginal  and  a 
management  study  was  needed 

An  Oraer  to  Cease  and  Desist  required  the  bank  to 
adopt  a  program  for  criticized  assets;  obtain  current 
and  satisfactory  credit  information  and  correct  col¬ 
lateral  exceptions;  strengthen  collection  efforts;  estab¬ 
lish  a  loan  review  system;  revise  its  lending  policy; 
adopt  a  policy  governing  nonaccrual  loans;  review  the 
adequacy  of  the  allowance  for  possible  loan  losses; 
correct  violations  of  12  USC  84;  identify  securities  for 
trading  or  investment  purposes;  revise  the  funds  man¬ 
agement  policy;  develop  a  profit  plan;  develop  a 
capital  plan;  and  conduct  a  study  of  management. 

338.  Bank  with  assets  of  $100  to  $500  million 

A  recent  examination  revealed  that  lack  of  adequate 
management  and  supervision  by  the  board  of  direc¬ 
tors  had  caused  criticized  assets  to  grow  substan¬ 
tially.  Several  violations  of  law  were  cited  and  nonac¬ 
cruals  were  not  governed  by  a  reasonable  policy. 
Current  and  satisfactory  credit  information  was  lacking 
on  several  loans  and  the  allowance  for  possible  loan 
losses  was  not  reviewed  periodically  and  maintained 
at  an  adequate  level.  The  bank  had  no  loan  review 
system  and  no  written  policies  for  proper  trust  asset 
administration.  Violations  of  law  and  regulation  relating 
to  the  trust  department  were  cited.  Capital  was  mar¬ 
ginal  No  strategic  plan  was  in  effect  to  deal  with  future 
income  needs  and  bank  operations.  Internal  controls 
were  weak 

An  Agreement  required  the  bank  to  conduct  a  study  of 
management  and  the  supervision  by  the  board.  Viola¬ 
tions  of  law,  including  violations  relating  to  the  opera¬ 
tion  of  the  trust  department,  were  to  be  corrected.  A 
nonaccrual  policy  was  to  be  devised  and  adhered  to. 
Current  and  satisfactory  credit  information  was  to  be 
obtained  The  allowance  for  possible  loan  losses  was 
to  be  reviewed  periodically  and  maintained  at  an 
adequate  level  A  program  to  address  the  excessive 
criticized  assets  was  to  be  devised  and  additional 
lending  to  borrowers  whose  loans  were  criticized  was 
to  be  restricted  A  strategic  plan  was  to  be  adopted 
and  internal  controls  strengthened. 

339  Bank  with  assets  of  less  than  $25  million 

The  examination  revealed  the  bank's  problems  to  be 
lax  supervision  of  the  loan  administration  process, 
insider  conflicts  of  interest,  and  numerous  violations  of 
law  and  regulation,  including  three  legal  lending  limit 
violations  Classified  assets  and  loss  exposure  were 
t  gh  The  high  level  of  collateral  exceptions  and  the 
s  jspect  nature  of  certain  collateral  appraisals  pro- 
/  ded  additional  potential  exposure  to  earnings  and 
cap  fai  Insider  conflicts  of  interest  involved  the  ap¬ 


proval  of  loans  to  borrowers  with  whom  undisclosed 
business  relationships  existed 

An  Agreement  required  the  bank  to  adopt  and  imple¬ 
ment  a  conflict  of  interest  policy.  The  policy  was  to 
include,  among  other  things,  requirements  for  dis¬ 
closure  of  actual  and  potential  conflicts  of  interest  to 
the  board  and  periodic  disclosure  of  related  interests. 
The  bank  agreed  to  correct  violations  of  law  and 
regulation  and  not  to  make,  renew,  or  extend  any  loan 
or  other  extension  of  credit  unless  in  conformity  with 
the  bank’s  loan  policies.  The  bank  agreed  to  develop 
and  implement  a  written  program  to  improve  the 
bank’s  loan  administration  and  to  adopt  and  imple¬ 
ment  a  written  program  designed  to  collect, 
strengthen  or  otherwise  eliminate  the  grounds  of  criti¬ 
cism  for  all  assets  criticized.  The  bank  agreed  it  would 
refrain  from  extending  additional  credit  to  borrowers 
whose  loans  had  been  criticized  unless  failure  to  do  so 
was  substantially  detrimental  to  the  bank.  The  bank 
agreed  to  establish  a  loan  review  system  and  to 
periodically  assess  the  adequacy  of  the  bank's  allow¬ 
ance  for  possible  loan  losses.  A  written  funds  man¬ 
agement  policy  would  be  developed  and  a  profit  plan 
designed  to  improve  and  sustain  bank  earnings.  A 
written  consumer  compliance  program  would  also  be 
developed. 

340.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  severe  asset  problems.  A 
major  portion  of  problem  assets  involved  poor  loan 
administration  practices.  Past  due  loans,  collateral 
and  credit  exceptions  were  excessive.  The  allowance 
for  possible  loan  losses  was  inadequate.  Earnings 
were  negatively  impacted  by  loan  loss  provisions  and 
continued  decreased  net  interest  margins.  The  bank 
had  not  maintained  good  funds  management  controls. 
Liquidity  was  poor.  Capital  was  marginal.  Supervision 
by  management  and  the  board  needed  improvement. 

An  Agreement  required  a  study  of  current 
management's  effectiveness  and  capabilities  as  well 
as  the  adequacy  of  board  supervision.  The  bank  was 
to  correct  collateral  exceptions  and  agreed  to  refrain 
from  extending  secured  credit  without  obtaining,  ana¬ 
lyzing  and  perfecting  collateral  documentation.  The 
bank  agreed  to  adopt  and  implement  a  written  pro¬ 
gram  designed  to  collect,  strengthen  or  otherwise 
eliminate  the  grounds  of  criticism  for  all  assets  criti¬ 
cized  The  bank  agreed  it  would  restrict  extending 
additional  credit  to  borrowers  whose  loans  had  been 
criticized  The  bank  agreed  to  review  and  revise  the 
bank's  written  lending  policy  and  to  establish  a  loan 
review  system  The  bank  agreed  to  assess  the  ad¬ 
equacy  of  the  bank's  allowance  for  possible  loan 
losses  periodically  and  to  review  and  revise  its  written 
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funds  management  policy.  Appropriate  action  to  en¬ 
sure  adequate  sources  of  liquidity  would  be  taken. 
The  bank  agreed  to  develop  a  profit  plan  and  to 
prepare  a  3-year  business  plan.  The  bank  agreed  to 
develop  a  3-year  capital  plan  and  to  maintain  capital 
at  or  above  a  predetermined  level. 

341.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  that  there  was  inadequate 
supervision  by  the  board  of  directors  and  manage¬ 
ment.  Directors  were  not  active  in  the  affairs  of  the 
bank  and  the  board  was  largely  uninformed  about  the 
daily  operations  of  the  bank.  The  chief  executive 
officer  dominated  the  bank.  There  was  a  lack  of  a 
funds  management  policy,  speculative  mortgage 
warehousing  activities,  and  nonexistent  earnings  due 
to  high  non-interest  expenses.  Violations  of  law  involv¬ 
ing  insiders  were  noted  and  internal  controls  were 
nonexistent.  The  audit  committee  had  limited  scope. 
The  bank  needed  a  capital  plan  and  an  upgraded 
budgeting  process. 

An  Agreement  required  a  study  of  current 
management's  effectiveness  and  capabilities  as  well 
as  the  adequacy  of  board  supervision.  The  bank 
agreed  to  adopt  and  implement  a  conflict  of  interest 
policy.  It  was  agreed  that  the  bank  would  develop  and 
implement  a  written  funds  management  policy,  and 
develop  and  implement  a  program  to  improve  the 
bank’s  administration  of  its  real  estate  mortgage  ware¬ 
house  activities.  The  bank  agreed  to  develop  and 
implement  a  written  program  to  improve  the  bank's 
loan  administration  and  to  assess  the  adequacy  of  the 
allowance  for  possible  loan  losses  on  a  quarterly 
basis,  and  supplement  the  allowance  appropriately. 
The  bank  agreed  to  prepare  a  written  3-year  business 
plan  which  would  provide  for  injections  of  equity 
capital,  as  necessary.  The  plan  would  also  include  a 
written  profit  plan  and  a  detailed  budget. 

342.  Bank  with  assets  of  $25  to  $50  million 

An  examination  disclosed  a  signficant  deterioration  in 
the  bank's  asset  quality.  Poor  lending  policies  and 
inadequate  staff  increased  the  bank's  problems.  Earn¬ 
ings  were  depressed  by  increased  loan  loss  provi¬ 
sions  and  non-performing  assets.  The  bank  had  a 
liberal  renewal  policy  with  interest  often  being  rolled 
into  the  principal  at  time  of  renewal,  thus  making  the 
quality  of  earnings  suspect  Capital  was  marginal, 
affecting  future  dividends.  Management  succession 
problems  existed.  There  was  an  inadequate  loan 
review  system  and  a  profit  plan  was  needed. 

An  Agreement  required  a  study  of  current 
management's  effectiveness  and  capabilities  as  well 
as  the  adequacy  of  board  supervision.  The  bank 


agreed  to  review  and  revise  the  written  lending  policy 
and  to  adopt  and  implement  a  written  program  de¬ 
signed  to  collect,  strengthen  or  otherwise  eliminate  the 
grounds  of  criticism  for  all  assets  criticized  The  bank 
agreed  to  restrict  additional  credit  to  borrowers  whose 
loans  had  been  criticized  The  bank  would  not  pur¬ 
chase  any  asset  without  complying  with  the  provisions 
of  Banking  Circular  181,  and  the  bank  agreed  to 
review  and  strengthen  its  internal  loan  review  system 
The  bank  agreed  to  assess  the  adequacy  of  the 
allowance  for  possible  loan  losses,  remedy  deficien¬ 
cies  in  the  quarter  of  discovery,  and  to  establish  a 
program  for  the  maintenance  of  an  adequate  allow¬ 
ance.  The  bank  agreed  to  develop  a  3-year  capital 
plan  and  that  capital  would  not  be  allowed  to  fall  below 
a  predetermined  level.  A  profit  plan  was  to  be  devel¬ 
oped  to  improve  and  sustain  earnings. 

343.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  high  levels  of  criticized  as¬ 
sets,  violations  of  law  and  inadequate  management. 
Recoveries  on  illegal  loans  had  been  missapplied. 
Violations  of  law  were  cited.  The  bank  needed  a  senior 
lending  officer  and  credit  information  was  lacking  on 
many  assets.  Collateral  exceptions  were  excessive, 
the  lending  policy  need  revising,  and  collection  efforts 
were  weak.  The  allowance  for  possible  loan  losses 
had  not  been  reviewed  on  a  periodic  basis  and  the 
loan  review  system  needed  to  be  revised  There  was 
no  profit  plan  and  capital  was  marginal.  A  consumer 
compliance  program  was  lacking. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
ensure  that  payments  or  recoveries  on  certain  exten¬ 
sions  of  credit  were  applied  first  to  the  legal  portion  of 
the  credit  extensions;  correct  violations  of  law;  imple¬ 
ment  and  adhere  to  the  management  plan  and  employ 
a  senior  lending  officer;  adopt  a  program  for  criticized 
assets;  obtain  credit  information  and  correct  collateral 
exceptions;  review  and  revise  the  lending  policy; 
strengthen  collection  efforts;  review  the  adequacy  of 
the  allowance  for  possible  loan  losses;  revise  the  loan 
review  system;  develop  a  profit  plan;  revise  the  capital 
program;  and  implement  a  consumer  compliance 
program. 

344.  Bank  with  assets  of  less  than  $25  million 

A  recent  examination  revealed  that  significant  growth 
without  adequate  management  and  director  super¬ 
vision  had  resulted  in  significant  asset  deterioration 
and  poor  earnings.  An  overall  lack  of  written  policies, 
liberal  lending  practices  and  inadequate  staffing  lev¬ 
els  contributed  to  the  bank’s  condition  Earnings  prob¬ 
lems  were  primarily  due  to  loan  losses  and  resulting 
provisions  to  the  allowance  for  possible  loan  losses 
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An  Agreement  was  executed  which  required  the  bank 
to  employ  a  senior  lending  officer,  develop  written 
loan,  funds  management,  investment,  and  concentra¬ 
tions  of  credit  and  nonaccrual  policies;  develop  a 
program  to  eliminate  criticized  assets;  improve  credit 
file  documentation,  establish  internal  loan  review  pro¬ 
cedures,  maintain  an  adequate  allowance  for  possible 
loan  losses,  develop  profit  plans  and  budgets;  de¬ 
velop  a  3-year  capital  plan;  and  provide  prior  notifica¬ 
tion  of  dividend  payments 

345.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  deteriorating  asset  quality. 
Management's  failure  to  implement  and  enforce  real¬ 
istic  repayment  programs  coupled  with  deteriorating 
collateral  protection  were  primary  contributors  to  this 
condition.  The  bank  needed  a  loan  policy,  policies 
governing  nonaccruals  and  renewals  and  to  maintain 
an  adequate  allowance  for  possible  loan  losses.  A 
written  funds  management  policy  was  also  needed. 

An  Agreement  was  executed  which  required  the  bank 
to  develop  plans  to  improve  the  quality  of  each  criti¬ 
cized  asset;  develop  a  comprehensive  written  loan 
policy;  adopt  written  policies  governing  nonaccrual 
loans  and  loan  renewals;  maintain  an  adequate  allow¬ 
ance  for  possible  loan  losses;  and  develop  and  imple¬ 
ment  a  written  funds  management  policy. 

346.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  that  the  bank  had  serious 
management  and  supervisory  problems.  Criticized 
assets  were  high  and  current  and  satisfactory  credit 
information  was  lacking  on  several  loans.  Collection 
efforts  were  weak  and  written  policies  on  accruals 
needed  to  be  adopted  and  implemented.  The  bank’s 
loan  review  system  was  ineffective  and  its  allowance 
for  possible  loan  losses  had  not  been  reviewed  on  a 
periodic  basis.  Capital  was  marginal  and  violations  of 
law  were  found.  The  bank’s  liquidity  was  unsatisfac¬ 
tory  and  an  internal  audit  program  was  needed.  Sev¬ 
eral  internal  control  deficiencies  were  cited. 

An  Order  to  Cease  and  Desist  required  that  the  bank 
appoint  a  new  chief  executive  officer  and  institute  a 
management  study  A  program  to  address  criticized 
assets  was  called  for  and  current  and  satisfactory 
credit  information  was  to  be  obtained  The  bank  was 
ordered  to  strengthen  collection  efforts  and  devise 
and  follow  a  written  policy  on  accruals.  A  new  loan 
review  system  was  to  be  established  and  the  allow¬ 
ance  for  possible  loan  losses  reviewed  on  a  periodic 
basis  Capital  was  to  be  maintained  at  a  predeter¬ 
mined  level  and  violations  of  law  corrected  Liquidity 
was  to  be  assessed  and  plans  to  bolster  liquidity 


devised.  An  internal  audit  program  was  to  be  written 
and  the  internal  control  deficiencies  corrected. 

347.  Bank  with  assets  of  less  than  $25  million 

Ineffective  management  and  director  supervision  re¬ 
sulted  in  an  excessive  level  of  criticized  assets,  an 
inadequate  allowance  for  loan  and  lease  losses  and 
poor  earnings.  The  primary  deficiency  in  lending  pro¬ 
cedures  was  a  lack  of  adequate  credit  file  documenta¬ 
tion  which  prevented  adequate  analysis  of  the  borrow¬ 
ers. 

An  Agreement  required  the  bank  to  implement  a  loan 
review  system;  develop  plans  to  improve  the  quality  of 
criticized  assets;  maintain  adequate  credit  informa¬ 
tion;  maintain  an  adequate  allowance  for  loan  and 
lease  losses;  analyze  the  bank’s  management  needs; 
develop  a  written  funds  management  policy;  correct 
violations  of  law;  and  develop  a  profit  plan. 

348.  Bank  with  assets  of  $100  to  $500  million 

An  examination  revealed  that  the  bank’s  management 
was  weak.  Criticized  assets  had  increased  substan¬ 
tially  and  the  bank’s  lending  policy  was  in  need  of 
revision  Concentrations  of  credit  were  found  in  the 
loan  portfolio,  and  current  and  satisfactory  credit 
information  was  lacking  in  several  instances.  The  bank 
had  no  independent  loan  review  system  and  collection 
efforts  were  weak.  There  was  no  written  policy  govern¬ 
ing  nonaccrual  loans  and  the  allowance  for  possible 
loan  losses  had  not  been  reviewed  periodically.  A 
written  funds  management  policy  was  needed,  and 
there  were  no  periodic  reviews  of  the  bank’s  liquidity. 
The  bank  need  a  strategic  plan  and  a  budget  to  guide 
operations  in  the  future.  Several  violations  of  law  were 
cited  and  an  independent  internal  audit  program 
needed  to  be  developed.  EDP  deficiencies  were 
found  and  the  bank  needed  a  consumer  compliance 
program. 

A  Memorandum  of  Understanding  required  the  bank 
to  conduct  a  management  study  and  to  establish  a 
program  addressing  the  excessive  criticized  assets. 
The  bank's  lending  policy  was  to  be  revised  and  a 
policy  established  governing  concentrations  of  credit 
Current  and  satisfactory  credit  information  was  to  be 
obtained  and  an  independent  loan  review  system  was 
to  be  established.  Collection  efforts  were  to  be 
strengthened  and  a  policy  governing  nonaccrual 
loans  established  The  allowance  for  possible  loan 
losses  was  to  be  reviewed  periodically  as  was  the 
bank's  liquidity  A  funds  management  policy,  a  strate¬ 
gic  plan  and  a  budget  were  to  be  developed  Viola¬ 
tions  of  law  were  to  be  corrected  and  an  independent 
internal  loan  review  system  developed  Electronic 
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data  processing  deficiencies  were  to  be  corrected 
and  a  consumer  compliance  program  established. 

349.  Bank  with  assets  of  $50  to  $100  million 

An  examination  disclosed  high  levels  of  criticized 
assets,  loans  not  supported  by  current  and  satisfac¬ 
tory  credit  information  and  grossly  inadequate  capital 
Management  was  inadequate  and  unable  to  deal 
effectively  with  the  bank's  problems.  A  prospective 
announcement  of  insolvency  of  two  affiliates  made 
future  liquidity  problems  likely. 

A  Temporary  Order  to  Cease  and  Desist  required  the 
immediate  appointment  of  a  new  chief  executive  of¬ 
ficer.  The  bank  was  required  to  take  steps  to  inject 
several  million  dollars  in  equity  capital  and  to  ensure 
that  the  bank’s  liquidity  was  sufficient.  The  acceptance 
of  brokered  funds  was  prohibited. 

350.  Bank  with  assets  of  $25  to  $50  million 

An  examination  disclosed  that  the  bank’s  capital  had 
fallen  to  an  inadequate  level,  earnings  were  down  and 
the  loan  portfolio  contained  an  excessive  amount  of 
criticized  assets.  Credit  information  and  collateral  de¬ 
ficiencies  were  high  and  the  bank  had  not  adhered  to 
its  lending  policy.  The  collection  policy  was  weak  and 
the  allowance  for  possible  loan  losses  had  not  been 
reviewed  periodically  or  maintained  at  an  adequate 
level.  Violations  of  12  USC  84  were  cited. 

An  Agreement  required  the  bank  to  increase  and 
maintain  its  capital  at  a  predetermined  level  and  to 
establish  a  program  for  dealing  with  the  criticized 
assets.  Credit  information  and  collateral  exceptions 
were  to  be  corrected  and  the  bank’s  lending  policy 
adhered  to.  Its  collection  policy  was  to  be  strength¬ 
ened  and  the  allowance  for  possible  loan  losses 
reviewed  periodically  and  maintained  at  a  satisfactory 
level.  Violations  of  12  USC  84  were  to  be  corrected. 

351.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  several  violations  of  law  and 
a  sharp  increase  in  criticized  assets.  Credit  informa¬ 
tion  was  lacking  in  many  cases  and  collateral  excep¬ 
tions  were  high.  The  loan  review  system  and  the 
lending  policy  needed  revision.  The  allowance  for 
possible  loan  losses  was  not  reviewed  periodically 
and  the  bank  had  no  written  funds  management 
policy.  Earnings  were  weak  and  capital  was  marginal. 
The  bank  did  not  have  a  consistent  policy  to  govern 
the  authority,  scope  and  control  of  securities  trading. 
A  conflict  of  interest  policy  was  needed 

An  Agreement  required  the  bank  to  correct  all  viola¬ 
tions  of  law  and  prevent  their  recurrence  A  program 


addressing  the  excessive  criticized  assets  was  called 
for  Credit  information  was  to  be  obtained  and  col¬ 
lateral  exceptions  corrected  The  bank's  loan  review 
system  was  to  be  revised  as  was  its  lending  policy 
The  allowance  for  possible  loan  losses  was  to  be 
reviewed  periodically.  An  earnings  plan  was  to  be 
developed  to  help  bolster  future  earnings  Capital  was 
to  be  maintained  at  a  predetermined  level  A  compre¬ 
hensive  securities  trading  policy  and  program  was 
called  for  as  was  a  conflict  of  interest  policy 

352.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  that  management  and  super¬ 
vision  by  the  board  of  directors  was  inadequate. 
Criticized  assets  had  become  excessive  and  current 
and  satisfactory  credit  information  was  lacking  in 
many  instances.  Collateral  exceptions  were  numer¬ 
ous.  Collection  efforts  were  weak  and  the  allowance 
for  possible  loan  losses  was  not  reviewed  periodically. 
Unwarranted  concentrations  of  credit  were  found  in 
the  loan  portfolio.  The  bank’s  investment  policy  was 
inadequate  and  needed  revision,  as  did  the  bank’s 
funds  management  policy.  A  budget  was  needed. 
Capital  was  marginal.  Violations  of  law  in  several  areas 
were  cited.  A  consumer  compliance  program  was 
lacking,  as  was  a  policy  governing  nonaccrual  loans. 

An  Agreement  required  the  bank  to  institute  a  study  of 
management  and  board  supervision.  A  program  was 
called  for  to  address  the  excessive  criticized  assets 
and  restrict  lending  to  borrowers  with  criticized  loans. 
Appropriate  credit  information  and  collateral  docu¬ 
mentation  was  to  be  obtained  and  the  allowance  for 
possible  loan  losses  reviewed  periodically.  A  policy 
governing  concentrations  of  credit  was  to  be  devised, 
the  investment  policy  revised  and  the  funds  manage¬ 
ment  policy  reviewed  and  updated.  A  budget  was 
called  for  and  capital  was  required  to  be  maintained  at 
a  predetermined  level.  Violations  of  law  were  to  be 
corrected  and  a  consumer  compliance  program 
adopted.  A  policy  on  nonaccrual  loans  was  to  be 
devised. 

353.  Bank  with  assets  of  more  than  $1  billion 

An  examination  disclosed  that  the  bank’s  strategic, 
budgeting  and  operational  plans  were  weak  Capital 
had  fallen  below  acceptable  levels  and  management 
was  inadequate.  The  funds  management  policy  was 
inadequate.  Securities  and  investment  banking  activi¬ 
ties  lacked  written  procedures  to  ensure  that  appropri¬ 
ate  laws,  rules  and  regulations  were  followed  in  these 
areas.  Internal  controls  were  deficient  Transactions 
with  the  bank's  holding  company  were  not  evaluated 
independently  so  it  could  not  be  ascertained  whether 
the  transactions  were  fair  to  the  bank  Management 
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fees  and  other  contractual  payments  to  affiliates  were 
cited  as  deficient  Violations  of  law  were  found. 

An  Agreement  required  the  bank  to  begin  long-term 
planning,  including  adoption  of  a  corporate  philoso¬ 
phy  statement,  a  strategic  plan  and  an  operating  plan. 
The  bank  was  required  to  achieve  and  maintain  capi¬ 
tal  at  a  predetermined  level.  An  outside  management 
consultant  was  called  for  to  review  the  adequacy  of 
management  and  recommend  changes.  Securities 
dealing  and  investment  banking  activities  were  to  be 
governed  by  comprehensive  written  supervision  pro¬ 
cedures  to  ensure  compliance  with  all  laws,  rules  and 
regulations  Internal  control  deficiencies  were  to  be 
corrected  and  transactions  with  the  holding  company 
subjected  to  an  independent  outside  evaluation.  Fees 
and  other  contractual  payments  to  affiliates  were  to  be 
in  conformance  with  Banking  Circular  115  and  viola¬ 
tions  of  law  were  to  be  corrected.  The  funds  manage¬ 
ment  policy  was  to  be  revised. 

354.  Bank  with  assets  of  $50  to  $100  million 

A  recent  examination  revealed  extensive  insider 
abuse.  Poor  quality  and  potentially  fraudulent  loans 
were  booked,  the  allowance  for  possible  loan  losses 
was  not  properly  maintained  and  documentation  was 
not  available  Funds  management  was  inadequate  as 
were  internal  reporting  systems.  Numerous  violations 
of  banking  laws,  including  12  USC  371c  and  84, 
existed  Insider  transactions  and  recordkeeping  defi¬ 
ciencies  were  discovered.  Capital  was  inadequate  as 
were  policies  on  lending  and  investments. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
hire  a  new  chief  executive  officer  and  senior  lending 
officer  and  to  conduct  a  management  study.  Capital 
was  to  be  maintained  at  a  predetermined  level  and 
liquidity  was  to  be  closely  monitored.  The  bank  was 
required  to  plan  for  contingencies.  Dividends  were 
restricted  and  a  program  addressing  the  excessive 
criticized  assets  was  required  Prohibitions  were 
placed  on  loans  to  insiders,  and  violations  of  12  USC 
371c  and  84  and  all  other  violations  of  law  were  to  be 
corrected  Current  and  satisfactory  credit  information 
was  to  be  obtained  and  a  policy  governing  participa¬ 
tions  devised  The  loan  policy,  the  investment  policy 
and  the  funds  management  policy  were  to  be  revised 
A  new  loan  review  system  was  to  be  developed  and 
fhe  allowance  for  possible  loan  losses  properly  re¬ 
newed  and  maintained  An  earnings  plan  and  budget 
//ere  called  for  and  deficiencies  in  the  internal  and 
e/ferna1  audit  remedied  A  comprehensive  conflict  of 
nterest  policy  was  required 


355.  Bank  with  assets  of  $50  to  $100  million 

An  examination  revealed  an  excessive  amount  of 
criticized  assets.  The  allowance  for  possible  loan 
losses  was  not  reviewed  periodically  and  written  poli¬ 
cies  and  procedures  for  nonaccrual  loans  were  lack¬ 
ing.  There  was  no  loan  review  system,  the  lending 
policy  needed  revision  and  loan  administration  was 
weak.  Management  was  inadequate  and  the  invest¬ 
ment  policy  needed  revision.  A  funds  management 
policy  was  lacking.  The  bank’s  capital  was  marginal 
and  its  earnings  were  down.  Internal  control  deficien¬ 
cies  were  cited  and  an  internal  audit  program  was 
lacking  Violations  of  law  were  numerous  and  a  con¬ 
sumer  compliance  program  was  needed. 

An  Agreement  required  the  bank  to  develop  a  pro¬ 
gram  addressing  the  excessive  criticized  assets  and 
to  review  the  adequacy  of  the  allowance  for  possible 
loan  losses  on  a  periodic  basis.  Nonaccrual  loans 
were  to  be  governed  by  a  written  policy  and  a  loan 
review  system  established.  The  lending  policy  was  to 
be  revised  and  a  written  loan  administration  program 
developed.  An  analysis  of  management  was  to  be 
undertaken  and  the  investment  policy  revised.  A  new 
funds  management  policy  was  to  be  developed  and  a 
3-year  capital  plan  devised,  including  plans  to  main¬ 
tain  capital  at  a  predetermined  level  in  relation  to  total 
assets.  Internal  control  deficiencies  were  to  be  cor¬ 
rected  and  an  internal  audit  program  developed. 
Violations  of  law  were  to  be  corrected  and  a  consumer 
compliance  program  developed. 

356.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  significant  deterioration  in 
the  overall  condition  of  the  bank.  In  particular,  the 
exam  disclosed  extremely  high  levels  of  criticized 
loans,  particularly  loans  to  insiders  and  their  related 
interests;  grossly  inadequate  management  and  board 
supervision;  high  levels  of  loans  lacking  current  and 
satisfactory  information;  numerous  violations  of  law; 
and  strained  liquidity.  These  problems  were  primarily 
attributable  to  unsafe  and  unsound  lending  practices 
relating  to  extensions  of  credit  to  insiders  and  their 
related  interests. 

A  Temporary  Order  required  the  bank  to  (1)  ensure 
that  certain  principal  shareholders  for  the  bank  refrain 
from  engaging  in  certain  transactions  on  behalf  of  the 
bank;  (2)  establish  a  committee  which  shall  approve 
all  extensions  of  credit;  (3)  refrain  from  extending  any 
additional  credit  to  certain  principal  shareholders  of 
the  bank;  (4)  refrain  from  extending  any  additional 
credit  to  those  borrowers  whose  extensions  of  credit 
had  been  criticized,  (5)  refrain  from  violating  the 
provisions  of  certain  laws,  rule,  and  regulations.  (6) 
refrain  from  paying  any  dividend  without  the  prior 


written  approval  of  the  District  Administrator;  (7)  take 
all  steps  necessary  to  ensure  adequate  sources  of 
funding  to  meet  the  bank's  liquidity  needs  and  (8) 
refrain  from  paying  any  expenses  or  fees  to  certain 
principal  shareholders  of  the  bank. 

357.  Bank  with  assets  of  less  than  $25  million 

The  bank  had  been  operating  under  an  Order  to 
Cease  and  Desist  and  an  Amended  Order  to  Cease 
and  Desist  as  a  result  of  improprieties  associated  with 
a  retail  repurchase  program,  poor  investment  prac¬ 
tices,  poor  asset  quality,  substantial  loan  losses,  and 
impaired  capital.  A  recent  examination  disclosed  that 
these  problems  had  been  fully  resolved,  full  compli¬ 
ance  with  both  orders  had  been  achieved,  and  new 
executive  management  was  in  place.  However,  the 
effort  to  address  previously  identified  problems 
caused  internal  operating  procedures  to  deteriorate.  A 
review  of  correspondent  bank  accounts  revealed  that 
some  accounts  had  not  been  balanced  for  several 
years  and  a  large  volume  of  open  debits  and  credits 
were  discovered. 

A  new  Order  to  Cease  and  Desist  terminated  the 
existing  Order  and  required  that  all  due  from  cor¬ 
respondent  bank  accounts  be  reconciled  and  in  bal¬ 
ance.  All  open  debits  and  credits  were  to  be  matched 
within  a  limited  period  of  time  or  the  board  had  to 
employ  a  certified  public  accounting  firm  to  balance 
the  accounts.  All  unmatched  open  items  were  to  be 
charged-off  or  absorbed  into  income. 

358.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  deterioration  in  the  overall 
condition  of  the  bank,  especially  in  the  loan  portfolio. 
The  deterioration  was  reflected  primarily  in  the  large 
volume  of  classified  assets  and  past  due  credits.  The 
decline  in  loan  quality  was  primarily  due  to  ineffective 
supervision  and  the  failure  to  analyze  current  financial 
information.  The  bank's  profitability  has  been  curtailed 
substantially  due  to  reduced  net  interest  margins  and 
increased  loan  loss  provisions.  Capital  was  consid¬ 
ered  inadequate.  Several  violations  of  law  were  also 
noted.  Collections  were  weak.  Management  ade¬ 
quacy  was  questionable.  An  investment  policy  was 
lacking  as  was  a  loan  review  procedure.  The  allow¬ 
ance  for  possible  loan  losses  was  not  reviewed  peri¬ 
odically  and  funds  management  policy  was  inade¬ 
quate. 

An  Agreement  required  the  bank  to:  correct  all  viola¬ 
tions  of  law,  rule  and  regulation  and  adopt  procedures 
to  prevent  their  recurrence;  eliminate  the  grounds  of 
criticism  of  each  asset  in  excess  of  $25,000  and  cease 
making  loans  to  borrowers  holding  criticized  loans 
without  prior  board  approval;  develop  a  program  to 


improve  collections  and  reduce  delinquent  loans,  re¬ 
view  the  sufficiency  and  competency  of  the  present 
managerial  staff;  develop  an  investment  policy,  imple¬ 
ment  a  loan  review  program;  conduct  quarterly  re¬ 
views  of  the  adequacy  of  the  bank’s  allowance  for 
possible  loan  losses;  prepare  an  analysis  of  ongoing 
capital  needs  and  submit  a  written  capital  plan;  re¬ 
strict  dividends  and  improve  funds  management 

359.  Bank  with  assets  of  more  than  $1  billion 

The  bank  was  experiencing  various  operational  dif¬ 
ficulties  including  poor  earnings,  high  classified  as¬ 
sets,  high  level  of  nonperforming  assets,  inadequate 
capital  and  an  out  of  balance  situation  in  one  of  its 
departments.  In  addition,  the  bank’s  allowance  for 
possible  loan  losses  was  deemed  inadequate  and  its 
compliance  with  the  Bank  Secrecy  Act  was  deficient. 
Also,  the  OCC  had  criticized  the  bank's  procedures 
with  respect  to  the  operation  of  its  loan  production 
offices. 

An  Agreement  required  the  bank  to  implement  and 
adhere  to  a  plan  to  raise  additional  capital;  to  develop 
programs  to  strengthen  its  position  with  respect  to 
significant  criticized  assets;  to  review  and,  as  neces¬ 
sary,  revise  its  procedures  with  respect  to  its  allow¬ 
ance  for  possible  loan  losses;  to  eliminate  the  basis  for 
criticism  of  the  operation  of  its  loan  production  offices; 
to  take  action  designed  to  ensure  compliance  with  the 
Bank  Secrecy  Act;  and  to  eliminate  the  out-of-balance 
situation,  creating  a  valuation  reserve  for  any  discrep¬ 
ancies,  if  necessary. 

360.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  that  criticized  assets  had 
increased  significantly.  Many  loans  lacked  current 
and  satisfactory  credit  information.  The  allowance  for 
possible  loan  losses  was  not  reviewed  periodically 
and  was  not  maintained  at  an  adequate  level  Earn¬ 
ings  were  down.  Several  violations  of  law  were  cited 
An  investment  policy,  a  funds  management  policy  and 
a  new  loan  policy  were  needed.  Supervision  by  the 
board  and  management  was  considered  ineffective. 
Improper  accrual  accounting  resulted  in  significant 
inaccuracies  in  reported  income.  Internal  controls  and 
audit  activities  were  considered  deficient. 

An  Agreement  required  a  study  of  board  and  manage¬ 
ment  supervision,  revision  of  investment  policy,  a 
funds  management  policy,  a  written  lending  policy, 
and  correction  of  violations  of  law  Further,  a  program 
to  reduce  the  level  of  criticized  assets  was  required  as 
was  correction  of  the  internal  controls  and  internal 
audit  deficiencies.  The  allowance  for  possible  loan 
losses  was  to  be  reviewed  periodically  and  main- 
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tained  at  an  adequate  level  A  loan  review  system  was 
to  be  established 

361  Bank  with  assets  of  $25  to  $50  million 

An  examination  disclosed  that  the  overall  quality  of 
supervision  provided  by  the  board  and  management 
was  poor  Deficiencies  in  the  supervision  of  the  loan 
portfolio,  violations  of  law  and  regulation,  deficient 
internal  controls  system  and  insider  activity  were  det¬ 
rimental  to  the  bank's  condition  Classified  loans  were 
excessive  and  credit  and  collateral  exceptions  were 
noted  Deficiencies  were  noted  in  the  handling  of  other 
real  estate  owned 

An  Agreement  required  the  bank  to  (1)  conduct  a 
management  study;  (2)  correct  violations  of  law;  (3) 
adopt  a  conflict  of  interest  policy;  (4)  review  current 
lending  policies;  (5)  employ  an  outside  auditor;  (6) 
correct  deficiencies  in  other  real  estate  owned;  (7) 
correct  collateral  deficiencies;  (8)  obtain  current  and 
satisfactory  credit  information;  (9)  strengthen  the  loan 
review  system,  (10)  review  the  allowance  for  possible 
loan  losses  periodically;  and  (11)  strengthen  internal 
controls. 

362.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  that  criticized  assets  had 
increased  significantly.  Violations  of  law  were  cited 
and  several  credit  information  and  collateral  deficien¬ 
cies  were  noted.  The  bank  had  no  written  loan  review 
procedure  and  its  funds  management  policy  was 
weak  Earnings  were  low  and  capital  was  marginal. 
The  allowance  for  possible  loan  losses  was  not  re¬ 
viewed  periodically.  Supervision  by  the  board  of  direc¬ 
tors  and  management  was  weak. 

A  Memorandum  of  Understanding  required  correction 
of  violations  of  law;  a  study  of  the  bank's  organization, 
board  supervision  and  management;  revision  of  the 
funds  management  policy;  a  program  to  improve  and 
sustain  earnings,  a  minimum  primary  capital  ratio  and 
a  new  loan  review  system  The  allowance  for  possible 
loan  losses  was  to  be  reviewed  periodically  and 
maintained  at  adequate  levels  A  program  was  to  be 
established  to  address  the  excessive  criticized  as¬ 
sets 

363  Bank  with  assets  of  more  than  $1  billion 

An  examination  revealed  that  outstanding  liability  rec¬ 
ords  for  principal  and  interest  on  bearer  bonds  and 
the  demand  deposit  account  which  funded  those 
ab  *  es  were  out  of  balance  The  bank  had  failed  to 
adequately  invest  income  cash  in  the  trust  depart- 
Violations  of  various  trust  regulations  were  dis- 
overed  /  c  ations  of  Municipal  Securities  Rulemak¬ 


ing  Board  rules  and  trading  in  the  investment  portfolio 
were  discovered.  The  allowance  for  possible  loan 
losses  was  judged  inadequate.  Adequate  documenta¬ 
tion  to  support  management’s  review  of  the  reserve 
was  not  available.  The  officer  in  charge  of  loan  review 
was  found  to  be  actively  participating  in  the  credit 
approval  process.  Loan  review  reports  were  deficient 
The  risk  rating  system  used  to  facilitate  the  internal 
problem  loan  identification  process  was  found  to  have 
several  weaknesses. 

An  Agreement  required  the  bank  to:  study  present  and 
future  management  requirements  of  bank  fiduciary 
activities  and  adopt  a  plan  to  eliminate  deficiencies  in 
trust  department  management;  review  written  policies 
and  procedures  for  proper  trust  asset  administration 
and  adopt  changes  where  needed;  correct  violations 
of  law;  ensure  compliance  as  a  registered  transfer 
agent  with  all  laws  and  violations;  have  an  indepen¬ 
dent  CPA  to  perform  a  study  and  evaluation  of  internal 
accounting  controls;  and  correct  all  deficiencies  be¬ 
fore  accepting  new  business.  Further,  the  bank  was 
required  to  review  trust  accounts  in  which  cash  bal¬ 
ances  had  not  been  properly  invested  and  provide 
reimbursement  and  notification  to  these  affected  ac¬ 
counts;  correct  violations  of  trust  regulations;  ensure 
that  the  board  of  directors  receives  an  annual  opinion 
from  the  audit  committee  on  the  condition  of  the  trust 
department;  establish  and  enforce  procedures  to  en¬ 
sure  compliance  with  Municipal  Securities  Rulemak¬ 
ing  Board  rules  and  review  trading  and  investment 
activities  and  written  trading  account  policies  and 
make  changes  to  properly  account  for  active  invest¬ 
ment  portfolio  trading;  implement  an  effective  and 
independent  internal  loan  review  program  and  review; 
and  maintain  an  adequate  allowance  for  possible  loan 
losses. 

364.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  that  the  bank  was  suffering 
from  inadequate  supervision  by  management.  A  new 
loan  policy  was  needed  and  criticized  assets  had 
increased  significantly.  The  bank's  allowance  for  pos¬ 
sible  loan  losses  was  not  being  reviewed  periodically 
and  the  bank's  funds  management  policy  was  defi¬ 
cient  Capital  was  marginal  and  the  bank  had  no  plan 
for  future  capital  injections,  budgets  or  objectives  for 
improving  the  bank's  low  earnings.  Several  violations 
of  law  existed  No  written  policy  or  procedure  gov¬ 
erned  nonaccruals  and  collection  efforts  were  weak 
Current  and  satisfactory  credit  information  was  lacking 
on  several  loans  and  the  bank's  investment  policy 
needed  revision 

An  Agreement  required  the  bank  to  conduct  a  man¬ 
agement  study,  establish  a  program  addressing  criti- 
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cized  assets,  review  the  allowance  for  possible  loan 
losses  at  least  quarterly,  adopt  a  strategic  plan  which 
included  future  plans  for  adding  additional  equity 
capital  as  necessary  and  improving  the  bank’s  earn¬ 
ings.  Violations  of  law  were  to  be  corrected  and  the 
funds  management  policy  improved.  Further,  a  policy 
governing  nonaccruals  was  to  be  devised  and  collec¬ 
tion  efforts  strengthened.  Current  and  satisfactory 
credit  information  was  to  be  obtained  where  needed 
and  the  investment  policy  revised. 

365.  Bank  with  assets  of  $50  to  $100  million 

An  examination  revealed  that  the  bank's  capital  was 
deficient  and  its  liquidity  was  marginal.  The  bank  had 
been  obtaining  brokered  deposits.  A  funds  manage¬ 
ment  policy  was  lacking  and  criticized  assets  were 
excessive.  The  lending  policy  needed  revision  and 
loan  participations  were  often  not  consistent  with 
Banking  Circular  181 . 

An  Agreement  required  the  bank  to  achieve  and 
maintain  primary  capital  at  a  predetermined  level  and 
to  review  liquidity  monthly  and  to  ensure  that  future 
sources  of  liquidity  are  adequate.  A  funds  manage¬ 
ment  policy  and  a  program  addressing  the  excessive 
criticized  assets  were  required.  A  revised  lending 
policy  was  required  as  was  adherence  to  Banking 
Circular  181.  Brokered  deposits  were  prohibited. 

366.  Bank  with  assets  of  $50  to  $100  million 

An  examination  revealed  that  members  of  the  board  of 
directors  were  receiving  income  from  interests  in 
companies  selling  life  and  health  and  accident  insur¬ 
ance  in  connection  with  loans  extended  by  the  bank, 
contrary  to  regulation. 

An  Agreement  required  that  the  income  received  by 
the  board  members  be  reimbursed  either  directly  to 
the  bank  or  by  payment  of  a  proportionate  share  of  the 
income  directly  to  the  bank’s  minority  shareholders. 

367.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  an  excessive  level  of  short¬ 
term  volatile  deposits  and  inadequate  liquidity. 

A  Temporary  Cease  and  Desist  Order  forbid  the  bank 
to  accept  brokered  deposits,  required  a  plan  to  repay 
the  brokered  deposits  and  required  the  bank  to  review 
liquidity.  The  bank  was  to  report  its  progress  weekly. 

368.  Bank  with  assets  of  $50  to  $100  million 

The  bank  was  the  subject  of  a  prolonged  administra¬ 
tive  proceeding  which  culminated  in  the  issuance  of  a 
Cease  and  Desist  Order.  The  Order,  and  a  subse¬ 
quent  amendment  to  that  Order,  were  appealed  to 


and  upheld  by  the  Court  of  Appeals.  The  two  primary 
matters  addressed  in  the  Orders  were  lack  of  capital 
and  a  violation  of  12  USC  371  d  In  spite  of  numerous 
regulatory  efforts,  the  bank  did  not  comply  with  the 
outstanding  Orders. 

Due  to  the  bank's  noncompliance.  the  office  sought  an 
injunction  in  District  Court  to  obtain  compliance  Prior 
to  the  court  ruling  on  the  merits  of  the  case,  the  bank 
agreed  to  a  second  Amended  Order  to  Cease  and 
Desist  as  well  as  to  the  filing  of  a  joint  motion  with  the 
District  Court  to  enforce  the  Amended  Order,  which 
motion  the  District  Court  approved.  The  Amended 
Order  deleted  those  articles  of  the  Order  which  the 
bank  had  complied  with  and  amended  the  require¬ 
ments  pertaining  to  the  capital  issue  and  the  violation 
of  12  USC  371  d. 

Agreements  Removing  Individuals 

1.  Bank  with  assets  of  $50  to  $100  million 

An  examination  revealed  that  the  individual,  a  bank 
officer  and  director,  had  been  engaged  in  several 
transactions  whereby  he  placed  bank  funds  in  his 
checking  account  or  the  account  of  his  related  inter¬ 
ests  without  applying  for  or  obtaining  a  loan  from  the 
bank.  These  credits  remained  outstanding  for  various 
periods  of  time  and  in  varying  amounts.  The  credits 
were  sometimes  more  than  $100,000  and  remained 
outstanding  for  over  2  months.  Ultimately,  the  indi¬ 
vidual  replaced  the  money  with  a  loan  from  a  cor¬ 
respondent  bank  or  from  personal  assets  but  no  loan 
fees  or  interest  was  paid  the  bank  for  the  use  of  the 
money. 

An  Agreement  required  that  the  individual  terminate 
his  responsibilities  as  officer  and  director  of  the  bank 
and  prohibited  him  from  further  participation  in  the 
conduct  of  the  affairs  of  the  bank  or  of  any  federally 
insured  institution  without  permission  of  the 
institution’s  principal  regulatory  agency. 

2.  Bank  with  assets  of  $50  to  $100  million 

An  examination  revealed  that  the  individual,  a  bank 
officer  and  director,  had  been  engaged  in  several 
transactions  in  which  bank  funds  were  placed  in  his 
checking  account  without  him  applying  for  or  obtain¬ 
ing  a  loan  from  the  bank  The  credit  remained  out¬ 
standing  for  various  periods  of  time  and  in  varying 
amounts.  Additionally,  the  individual  had  numerous 
overdrafts.  Interest  and  fees  had  not  been  paid  the 
bank  for  use  of  these  monies  These  activities  had 
gone  on  for  several  years. 

An  Agreement  required  that  the  individual  terminate 
his  responsibilities  as  officer  and  director  of  the  bank 
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and  prohibited  him  from  further  participation  in  the 
conduct  of  the  affairs  of  any  federally  insured  financial 
institute  without  permission  of  the  institution's  principal 
regulatory  agency 

3.  Bank  with  assets  of  less  than  $25  million 

A  controlling  shareholder/director  of  two  national 
banks,  and  another  shareholder/director  had  acquired 
control  of  the  institutions  in  violation  of  the  Change  in 
Bank  Control  Act,  1 2  USC  181 7(j).  He  then  permitted  a 
third  party  to  acquire  control  of  one  of  the  bank  in 
violation  of  the  same  statute  The  illegal  acquisition  of 
control  resulted  in  substantial  loss  to  the  banks  in¬ 
volved  when  funds  were  diverted  to  businesses  con¬ 
trolled  by  the  third  party. 

An  Agreement  required  the  controlling  shareholder/di¬ 
rector  to  terminate  his  responsibilities  as  officer  and 
director  of  the  banks  and  prohibited  him  from  further 
participation  in  the  conduct  of  the  affairs  of  the  bank  or 


any  other  federally  insured  financial  institution  After 
15  years  the  individual  may  apply  to  the  appropriate 
federal  regulatory  agency  for  removal  of  the  restric¬ 
tions  imposed  by  the  Agreement. 

4.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  that  the  chairman  of  the 
board  and  president  of  the  bank  had  committed 
numerous  violations  of  the  banking  laws  including  12 
USC  375a,  375b,  and  84  and  had  failed  to  comply  with 
a  final  cease  and  desist  order.  The  examination  dis¬ 
closed  that  the  individual  had  made  false  entries  on 
the  bank's  books  concerning  a  nominee  loan.  The 
banker  received  the  proceeds. 

An  Agreement  prohibited  the  individual  from  serving 
as  an  officer  or  director  or  employee  of  a  bank  and 
further  prohibited  him  from  participating  in  the  affairs 
of  any  federally  insured  financial  institution  without  the 
consent  of  that  institution's  primary  regulator. 
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311 — September  14,  1984 

This  is  in  response  to  your  letters  of  March  28,  1984, 
and  April  11,  1984,  regarding  the  scope  of  the  initial 
disclosures  reguired  by  Section  29.7(a)  of  the  Comp¬ 
troller's  adjustable-rate  mortgage  (ARM)  regulation, 
12  CFR  29.7(a). 

Your  law  firm  represents  several  national  banks  that 
offer  numerous  ARM  products.  In  focusing  on  the 
initial  disclosures  required  by  Section  29.7(a)  of  the 
ARM  regulation,  your  letters  raise  the  issues  of  wheth¬ 
er: 

(1 )  the  initial  disclosures  must  describe  the  actual 
terms  of  ARM  products  available  from  a  bank; 

(2)  a  bank  may  furnish  an  initial  disclosure  state¬ 
ment  that  describes  the  terms  of  a  particular 
ARM  product  in  which  a  customer  has  ex¬ 
pressed  interest; 

(3)  the  terms  of  loan  options,  which  enable  the 
borrower  to  alter  rates  or  payments  during  the 
course  of  an  ARM,  must  be  employed  by  the 
hypothetical  example  required  by  Section 
29.7(a)  (11);  and 

(4)  a  disclosure  statement  may  include  informa¬ 
tion  in  addition  to  that  required  by  Section 
29.7(a)  to  facilitate  the  sale  of  an  ARM  in  the 
secondary  mortgage  market. 

The  ARM  regulation  describes  eleven  items  that  are  to 
be  disclosed  on  the  earlier  of  the  date  on  which  a  bank 
first  provides  written  information  on  its  ARM  products 
or  provides  a  loan  application  form  to  a  prospective 
borrower.  See  12  CFR  29.7(a).  As  you  note,  the  eleven 
items  required  for  the  disclosure  are  largely  loan- 
specific,  i.e.,  describe  the  terms  of  an  ARM  product 
with  a  particular  index,  frequency  of  rate  and  payment 
changes,  limitations  on  rate  and  payment  changes, 
and  the  like.  See  Id.  at  Sections  29. 7(a)(  1  )-(1 1 ).  You 
accordingly  seek  an  opinion  that  outlines  the  means 
by  which  a  bank  may  furnish  loan-specific  disclosures 
on  its  various  ARM  products  and  their  options  without 
incurring  an  undue  disclosure  burden. 

Purposes  of  the  Initial  ARM  Disclosures 

At  the  outset,  it  is  necessary  to  examine  the  purposes 
for  which  the  Office  adopted  the  initial  ARM  disclosure 
requirement  of  Section  29.7(a).  The  purposes  of  the 
initial  disclosures  have  remained  essentially  un¬ 
changed  since  March  27,  1981 — the  effective  date  of 
the  Office’s  original  ARM  regulation.  See  46  Fed.  Reg. 
18932  (March  27,  1981)  (final  ARM  rule).  In  summary, 
the  initial  ARM  disclosure  requirement  was  estab¬ 
lished  to  enable  consumers  to  shop  for  an  appropriate 
mortgage  in  an  informed  manner.  Educating  consum¬ 
ers  is  a  necessary  function  of  a  competitive  and 


innovative  market,  the  Office  determined,  because 

.  .  the  marketplace  only  operates  efficiently  if 
both  buyers  and  sellers  are  well  informed  about 
the  transaction  and  fully  understand  the  contrac¬ 
tual  agreement.  A  wide  variety  of  mortgage  instru¬ 
ments,  including  ARMs,  will  present  borrowers 
with  complex  and  unfamiliar  borrowing  options 
which  will  be  difficult  to  evaluate.  Lacking  ade¬ 
quate  disclosure,  many  borrowers  contemplating 
an  ARM  will  find  it  difficult  to  make  an  informed 
decision,  thus  interfering  with  the  efficient  func¬ 
tioning  of  the  market  to  the  detriment  of  individual 
borrowers. 

{Id.  at  18940  (preamble  to  original  ARM  regula¬ 
tion). 

The  Office  further  noted  that  the  shopping  disclosures 
required  by  Federal  Reserve  Regulation  Z  and  the 
Real  Estate  Settlement  Procedures  Act  "are  not  made 
sufficiently  early”  and  “have  different  purposes,"  e  g., 
disclosing  annual  percentage  rates  and  closing  costs, 
and  thus  do  not  sufficiently  serve  the  consumer  shop¬ 
ping  purposes  targeted  by  the  Office.  Id.  The  Office 
accordingly  drafted  the  ARM  regulation  to  require  that 
initial  disclosures  be  made  as  early  as  when  a  bank 
first  provides  any  written  information  on  its  ARMs  to 
serve  the  "two-fold  purpose  of  educating  borrowers 
about  the  nature  of  ARMs  and  equipping  them  to  shop 
for  an  appropriate  ARM.”  Id.  See  also  48  Fed  Reg. 
9506  9510-9511  (March  7,  1983)  (restatement  of 
initial  disclosures’  purposes  in  preamble  to  revised 
ARM  regulation). 

Disclosing  Actual  Terms 

The  first  issue  you  raise  under  Section  29.7(a)  is 
whether  the  initial  disclosures  must  employ  the  actual 
terms  of  ARM  products  available  from  a  bank.  As  you 
note,  attorney  Jerome  Edelstein  of  the  Legal  Advisory 
Services  Division  provided  an  affirmative  response  in 
an  opinion  letter  dated  December  1 ,  1 983.  In  his  letter, 
Mr.  Edelstein  stated  that  the  initial  disclosures  re¬ 
quired  by  Section  29.7(a),  such  as  the  hypothetical 
example,  are  to  employ  the  actual  terms  of  ARMs 
available  from  the  bank  to  enable  bank  customers  to 
comparison-shop  for  an  appropriate  mortgage.  In  my 
view,  Mr.  Edelstein’s  position  affirms  one  of  the  central 
premises  underlying  the  initial  disclosure  requirement 
consumers  must  be  informed  of  the  actual  terms  of  an 
ARM  product  in  order  to  compare  that  product  with 
other  ARMs  available  in  the  market  Moreover,  I  think  it 
essential  that  the  actual  terms  be  described  in  the 
initial  disclosures  to  ensure  that  the  prospective  bor¬ 
rower  fully  understands  his  or  her  forthcoming  obliga¬ 
tions. 

Application  of  the  principle  that  actual  terms  of  an 


113 


ARM  product  must  be  reflected  in  the  initial  disclo¬ 
sures  for  that  product  can  be  illustrated  as  follows  A 
bank  which  offers  an  initial  discount  rate  on  an  ARM 
would  incorporate  the  terms  of  the  discount  in  its  initial 
disclosure  statement  since  the  discount  comprises  an 
actual  term  of  the  ARM  Similarly,  a  bank  would 
incorporate  the  terms  of  a  "buy-down”  by  a  seller  in 
the  bank  s  initial  disclosure  statement  where,  for  ex¬ 
ample,  the  seller  deposits  its  buy-down  funds  with  the 
bank  at  the  inception  of  the  ARM  transaction  and  the 
bank's  ARM  agreement  with  the  borrower  reflects  the 
lower  payments  resulting  from  the  buy-down.  Howev¬ 
er,  a  buy-down  need  not  be  covered  by  the  initial 
disclosures  where  the  buy-down  is  a  side  agreement 
between  the  buyer  and  seller  that  does  not  involve  the 
bank,  eg,  where  the  seller  agrees  to  advance  funds 
directly  to  the  borrower 

Disclosures  on  One  ARM  Product 

Given  the  requirement  that  initial  ARM  disclosures  are 
to  be  loan-specific,  you  question  whether  every  initial 
disclosure  to  a  prospective  borrower  must  encompass 
the  terms  of  all  ARM  products  available  from  a  bank.  If 
not,  you  seek  confirmation  that  a  bank  may  comply 
with  the  ARM  regulation  by  furnishing  an  initial  disclo¬ 
sure  statement  that  only  describes  the  terms  of  the 
particular  ARM  product  in  which  a  customer  has 
expressed  interest. 

A  bank  triggers  the  initial  disclosure  requirement  of 
Section  29.7(a)  by  providing  written  information1  on 
ARMs  available  from  the  bank  or  a  loan  application 
form  to  a  prospective  ARM  borrower.  Where  the  initial 
disclosures  are  triggered,  a  bank  could  comply  with 
Section  29.7(a)  by  providing  the  prospective  ARM 
borrower  with  a  generic  disclosure  statement,  contain¬ 
ing  the  required  initial  disclosures  on  each  of  the 
bank's  ARM  products  or  a  separate  disclosure  state¬ 
ment  on  each  ARM  product  available  from  the  bank. 
At  issue,  however,  is  whether  Section  29.7(a)  requires 


'  For  the  purposes  of  the  ARM  regulation,  the  term  “written  informa¬ 
tion  means  substantive  written  information  about  one  or  more 
particular  ARM  products  available  from  a  bank  As  a  rule  of  thumb 
one  should  look  to  whether  a  document  contains  loan-specific 
information  about  a  bank  s  own  ARM  product  in  determining  wheth¬ 
er  “substantive  information  is  contained  therein  For  example,  the 
Mowing  contains  substantive  information  “The  bank  offers  an  ARM 
which  is  imked  to  an  index  of  U  S  Treasury  securities  with  maturities 
of  5  /ears  adjusts  rates  and  payments  in  5-year  intervals,  and 
restricts  payment  changes  to  a  maximum  of  7V. 2  percent  at  each 
payment  change  date  A  bank  cannot  describe  its  own  ARM 
products  with  particularity  therefore  without  providing  substantive 
fritter  nformation  and  thereby  triggering  the  ARM  disclosure 
reo  >  mment  A  bank  rnay  however  prepare  advertising  materials  of 
a  genera  nature  eg  newspaper  advertisements,  without  trigger- 
1  er  's  Handbook  lor  Consumer  Exami¬ 

nations  at  Seoror  ?07  1  fNov  1983)  For  additional  discussion  of 
or  of  n'  ffen  information'  and  its  application,  see  my 
opinion  etter  of  July  23  1984 


that  the  disclosures  entail  every  ARM  available  from  a 
bank  whenever  the  initial  disclosure  requirement  is 
triggered.  Requiring  such  extensive  disclosures,  you 
maintain,  could  discourage  a  bank  from  developing 
new  and  innovative  products  and  confuse  the  bank’s 
customers,  especially  where  the  bank  offers  numerous 
ARM  products  You,  therefore,  suggest  that  a  bank’s 
initial  disclosures  may  focus  on  a  specific  ARM  prod¬ 
uct  where  a  customer  has  clearly  focused  his  or  her 
interest  on  that  product. 

As  noted  earlier,  the  initial  disclosures  of  Section 
29.7(a)  are  intended  to  enable  a  prospective  borrower 
to  comparison  shop  for  an  appropriate  mortgage  in  an 
informed  manner.  To  accomplish  this  purpose,  it  is  my 
view  that  a  prospective  borrower  must  be  informed  of 
both  (1)  the  terms  of  the  ARM  product  on  which 
interest  is  focused,  and  (2)  the  availability  of  alterna¬ 
tive  ARM  products.  Pursuant  to  these  principles,  de¬ 
scribed  in  greater  detail  below,  I  do  not  find  that  the 
language  or  spirit  of  the  ARM  regulation  requires  that 
every  potential  ARM  customer  be  furnished  initial 
disclosures  entailing  every  ARM  product  a  bank  of¬ 
fers. 

Some  examples  will  illustrate  the  practical  effects  of 
this  two-prong  test.  First,  assume  that  a  bank  triggers 
the  initial  disclosure  requirement  of  Section  29.7(a)  by 
providing  written  information  on  its  various  ARM  prod¬ 
ucts  in  a  brochure.  The  brochure  need  not  be  accom¬ 
panied  by  a  disclosure  statement  on  each  ARM  prod¬ 
uct  discussed  therein.  In  my  opinion,  the  brochure  will 
meet  the  initial  disclosure  requirement  by  clearly  and 
conspicuously  informing  recipients  that  relevant  dis¬ 
closure  statements  are  available  upon  their  request 
from  the  bank.2  Full  compliance  with  the  ARM  regula¬ 
tion  will  then  be  achieved  as  the  bank  furnishes 
disclosure  statements  pertaining  to  the  ARM  products 
in  which  a  prospective  borrower  expresses  interest.  Of 
course,  recipients  of  an  ARM  brochure  that  contains 
written  information  on  a  bank’s  various  ARM  products 
need  not  be  further  notified  of  alternative  product 
availability  since  the  brochure  accomplishes  that  pur¬ 
pose.  As  a  result,  a  bank  may  solicit  ARM  business  by 
furnishing  written  information  on  its  various  ARMs  in  a 
brochure  through  the  mail  or  in  racks  found  on  the 


2  The  provision  of  written  information  in  a  brochure  about  a  bank's 
ARMs  triggers  the  requirement  that  relevant  ARM  disclosures  be 
made  available  to  the  consumer  Assuming  that  a  brochure  contains 
“written  information,"  the  following  statement  in  the  brochure  will 
clearly  and  conspicuously  inform  recipients  of  the  disclosures' 
availability 

DISCLOSURE  STATEMENTS.  REQUIRED  BY  FEDERAL  LAW 
FOR  ANY  OF  THE  ADJUSTABLE-RATE  MORTGAGES  DE¬ 
SCRIBED  HEREIN  ARE  AVAILABLE  UPON  REQUEST  CON 
TACT  [provide  phone  number  and/or  mailing  address  from 
which  statements  can  be  obtained] 


bank's  premises  and,  then,  furnishing  disclosure 
statements  relevant  to  the  ARMs  in  which  recipients 
are  interested,  where  the  brochure  clearly  and  con¬ 
spicuously  informs  them  of  disclosure  statement  avail¬ 
ability. 

Next,  assume  that  written  information  about  ARMs  is 
first  provided  during  a  discussion  with  a  prospective 
ARM  borrower,  thereby  triggering  the  initial  disclosure 
requirement.  As  in  the  first  example,  the  bank  need 
only  furnish  the  customer  with  a  disclosure  statement 
on  the  ARM  product  in  which  the  customer  is  interest¬ 
ed,  provided  that  the  customer  is  notified  of  the 
availability  of  other  ARMs  from  the  bank.  The  bank 
may  provide  a  notification  of  alternative  product  avail¬ 
ability  in  one  of  four  ways.  First,  the  disclosure  state¬ 
ment  furnished  to  the  customer  may  contain  a  notice 
that  other  ARM  products  are  available  from  the  bank. 
Second,  the  customer  may  be  provided  with  an  ARM 
brochure  which  contains  written  information  on  the 
bank’s  various  ARM  products.  Third,  the  bank  may 
furnish  an  educational  ARM  brochure,  similar  to  the 
Federal  Trade  Commission’s  “The  Mortgage  Money 
Guide’’  or  the  Federal  National  Mortgage  Associa¬ 
tion’s  “Consumer  Guide  to  Adjustable  Rate  Mort¬ 
gages,’’  which  discusses  the  general  distinctions  be¬ 
tween  fixed-  and  adjustable-rate  mortgages,  and  be¬ 
tween  various  types  of  ARMs  available  in  the  market.3 
Finally,  if  the  written  information  provided  by  the  bank 
discusses  ARMs  offered  by  the  bank  in  addition  to  that 
in  which  the  customer  is  interested,  the  bank  has 
already  notified  the  customer  of  alternative  product 
availability.  After  the  bank  furnishes  information  on  the 
availability  of  alternative  ARM  products,  the  bank 
would,  of  course,  be  required  to  furnish  a  disclosure 
statement  on  any  additional  ARM  in  which  the  custom¬ 
er  expresses  interest. 

As  a  last  example,  assume  that  the  initial  disclosure 
requirement  is  not  triggered  until  the  bank  furnishes  a 
loan  application  form  to  a  prospective  borrower.  In 
that  case,  the  bank  presumably  has  not  previously 
furnished  any  written  information  on  its  ARM  program. 
In  my  opinion,  the  bank  will  comply  with  the  initial 
disclosure  requirement  by  furnishing  a  disclosure 
statement  on  the  ARM  product  for  which  the  customer 
is  applying,  while  notifying  the  customer  that  other 
ARM  products  are  available  from  the  bank  in  the 
manner  described  above. 

In  practical  terms,  a  bank  may  design  a  separate 


3  As  noted  in  my  opinion  letter  of  July  23,  1984,  an  educational 
brochure  does  not  contain  “written  information,"  which  triggers  the 
initial  disclosure  requirement,  where  the  brochure  does  not  discuss 
a  bank's  own  ARM  products  with  particularity  In  the  example 
provided  above,  the  educational  brochure  would  be  provided  after 
the  disclosure  requirement  had  been  triggered  to  inform  the  con¬ 
sumer  of  alternative  product  availability 


disclosure  statement  for  each  of  its  ARM  products  so 
that  each  statement  contains  the  required  loan-specif¬ 
ic  information  for  a  particular  product  The  bank  would 
ordinarily  include  a  notification  in  the  statement  that 
other  ARM  products  also  are  available  from  the  bank 
to  ensure  that  consumers  are  notified  of  alternative 
product  availability  where  the  bank  does  not  plan  to 
furnish  information  on  its  various  ARM  products  (or  an 
educational  ARM  brochure)  to  its  customers  on  a 
regular  basis. 

Use  of  Loan  Options  in  the  Hypothetical  Scenario 

The  third  question  you  raise  is  whether  loan  options, 
which  enable  the  borrower  to  alter  rates  or  payments 
during  the  term  of  an  ARM,  must  be  employed  in  the 
hypothetical  example  required  by  Section  29.7(a)(1 1 ). 
For  the  purpose  of  illustration,  I  have  assumed  that  a 
bank  offers  one  or  both  of  the  following  options  in  an 
ARM  product.  The  first  option  enables  the  borrower  to 
limit  annual  payment  increases  to  IV2  percent  at  each 
rate  adjustment  date.  The  second  option  enables  the 
borrower  to  convert  its  ARM  to  a  fixed-rate  loan  at  the 
first,  second,  third,  or  fourth  rate  adjustment  date.  The 
fixed  rate  would  be  based  on  a  specific  index  plus  a 
specific  spread. 

In  my  opinion,  loan  terms  which  grant  the  borrower  the 
option  to  alter  payments  or  interest  rates  must  be 
reflected  in  the  hypothetical  example.  Such  options 
are  among  the  actual  terms  of  a  particular  ARM 
product;  thus,  the  disclosure  statement  for  each  prod¬ 
uct  must  employ  the  terms  of  all  relevant  options. 
Absent  such  disclosures,  the  borrower  would  be  un¬ 
able  to  comparison  shop  in  an  informed  manner.  In 
particular,  use  of  the  options  for  the  hypothetical 
example  enables  the  borrower  to  determine  how  the 
options  would  affect  payments  and  the  like  during  a 
period  of  rapidly  increasing  index  rates.  Employment 
of  the  options’  terms  for  the  example  might  also  serve 
the  bank’s  interest  by  demonstrating  the  attractive¬ 
ness  of  an  ARM  that  could  protect  the  borrower  in  the 
short-run  from  “payment  shock.’’ 

The  more  problematic  question,  in  my  mind,  is  how  a 
bank  should  disclose  loan  options  in  the  hypothetical 
example  I  recognize  that  disclosing  all  possible  ef¬ 
fects  of  options  could  confuse  the  borrower  and 
create  an  inordinate  disclosure  burden  on  the  bank 
because  options  frequently  can  be  exercised  at  differ¬ 
ent  times  with  different  effects.  For  example,  the  pay¬ 
ment  cap  option  discussed  here  permits  the  borrower 
to  limit  payment  increases  at  each  rate  adjustment 
date  The  borrower  could  exercise  the  option  at  one  or 
many  adjustment  dates;  thus,  many  scenarios  may  be 
envisioned 

In  my  opinion,  a  bank  need  not  address  in  the  hypo- 
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thetical  example  all  possible  scenarios  under  which 
an  option  could  be  exercised  To  illustrate  the  effect  of 
the  payment  cap  option,  for  example,  the  bank  may 
assume  that  the  option  is  always  exercised  and  state 
that  it  is  making  this  assumption  As  you  have  sug¬ 
gested,  the  bank  would  then  add  two  columns  of 
figures  to  the  hypothetical  table  The  first  column 
would  contain  figures  for  payment  amounts  with  the 
payment  cap  next  to  a  column  of  figures  for  payment 
amounts  without  the  payment  cap.  The  second  col¬ 
umn  would  contain  figures  for  loan  balances  on  ad¬ 
justment  dates  with  the  payment  cap  next  to  a  column 
of  figures  for  loan  balances  on  adjustment  dates 
without  the  payment  cap 

To  illustrate  the  effect  of  the  fixed-rate  conversion 
option,  the  bank  could  assume  that  the  option  is 
exercised  at  a  particular  time,  such  as  the  third 
adjustment  date  The  bank  may  describe  the  effect  of 
the  conversion  option  in  closely  adjoining  text  rather 
than  in  additional  columns  of  statistics  in  the  hypotheti¬ 
cal  table,  if  it  wishes  As  you  have  suggested,  the  text 
could  inform  the  borrower  of  the  outstanding  loan 
balance  had  the  option  not  been  exercised  previously, 
and  then  provide  the  amount  of  the  monthly  payments 
for  the  remaining  term  based  on  the  fixed-rate  index 
plus  spread.  Of  course,  the  bank  would  have  to 
assume  that  the  fixed-rate  index  has  risen  as  rapidly 
as  the  adjustable-rate  index  to  provide  a  useful  basis 
for  comparison. 

Additional  Disclosures  for  Secondary  Market 

Your  final  question  is  whether  a  bank  may  provide 
information  in  addition  to  that  required  by  Section 
29.7(a)  in  its  disclosure  statements  to  facilitate  the  sale 
of  its  ARMs  in  the  secondary  market  The  ARM  regula¬ 
tion  establishes  the  minimum,  but  not  the  maximum, 
amount  of  disclosures  for  ARMs  offered  by  national 
banks  There  is  no  bar  to  the  inclusion  of  additional 
information  in  the  disclosures.  Thus,  a  bank  may,  for 
example,  include  any  additional  information  required 
of  savings  and  loan  associations  by  the  Federal  Home 
Loan  Bank  Board  without  creating  compliance  difficul¬ 
ties  under  Part  29 

I  trust  that  this  is  responsive  to  your  inquiries 

Jonathan  L  Levin 
Senior  Attorney 

Legal  Advisory  Services  Division 

*  *  * 


312— July  23,  1984 

This  is  in  response  to  your  letter  of  January  1 1,  1984, 
regarding  the  timing  of  the  initial  disclosures  required 


by  Section  29.7(a)  of  the  Comptroller’s  adjustable-rate 
mortgage  (ARM)  regulation,  12  CFR  29.7(a). 

Your  client,  ***  (Bank),  wishes  to  solicit  ARM  business 
from  the  public  by  advertising  in  newspapers  and  by 
providing  ARM  brochures  in  the  mail  and  in  racks 
found  on  the  bank’s  premises.  You  accordingly  inquire 
whether: 

(1)  the  solicitations  in  question  would  trigger  the 
initial  disclosures  required  by  Section  29.7(a); 
and 

(2)  an  initial  disclosure  statement  on  each  ARM 
discussed  in  a  solicitation  must  accompany 
the  solicitation. 

Should  both  questions  be  answered  in  the  affirmative, 
you  suggest  that  Section  29.7(a)  be  amended  to 
require  that  an  initial  disclosure  be  furnished  only 
where  a  loan  application  is  provided  to  a  prospective 
ARM  borrower. 

Under  the  ARM  regulation,  the  initial  disclosure  re¬ 
quirement  is  triggered: 

...  on  the  earlier  of  the  date  on  which  the  bank 
first  provides  written  information  concerning  ad¬ 
justable-rate  mortgage  loans  available  from  the 
bank  or  provides  a  loan  application  form  to  the 
prospective  adjustable-rate  mortgage  borrower. 

(12  CFR  29.7(a)  (emphasis  added).) 

The  language  in  question  has  remained  essentially 
unchanged  from  March  27,  1981— the  effective  date 
of  the  Office's  original  ARM  regulation.  See  46  Fed. 
Reg.  18932,  18944  (March  27,  1981)  (final  ARM  rule), 
codified  at  12  CFR  29.3(a)  (1982).  In  contrast,  the 
language  initially  proposed  by  the  Office  in  1980 
would  have  only  required  the  initial  disclosures  where 
a  loan  application  was  provided.  See  45  Fed.  Reg. 
64196,  64205  (Sept.  29,  1980)  (Section  29.8  of  pro¬ 
posed  ARM  rule).  At  the  outset,  therefore,  it  is  neces¬ 
sary  to  explore  why  the  Office  ultimately  decided  to 
require  that  the  initial  disclosures  be  provided  as  early 
as  when  a  bank  “first  provides  written  information’’  on 
its  ARMs. 

The  basis  of  the  Office's  decision  on  the  timing  of  the 
initial  disclosures  is  set  forth  at  length  in  the  preamble 
to  the  original  ARM  regulation,  the  final  rule  of  March 
1981.  In  summary,  the  timing  requirements  for  the 
initial  ARM  disclosures  were  established  to  enable 
consumers  to  shop  for  an  appropriate  mortgage  in  an 
informed  manner.  Educating  consumers  is  a  neces¬ 
sary  function  of  a  competitive  and  innovative  market, 
the  Office  determined,  because: 

the  marketplace  only  operates  efficiently  if 
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both  buyers  and  sellers  are  well  informed  about 
the  transaction  and  fully  understand  the  contrac¬ 
tual  agreement.  A  wide  variety  of  mortgage  instru¬ 
ments,  including  ARMs,  will  present  borrowers 
with  complex  and  unfamiliar  borrowing  options 
which  will  be  difficult  to  evaluate.  Lacking  ade¬ 
quate  disclosure,  many  borrowers  contemplating 
an  ARM  will  find  it  difficult  to  make  an  informed 
decision,  thus  interfering  with  the  efficient  func¬ 
tioning  of  the  market  to  the  detriment  of  individual 
borrowers. 

(46  Fed.  Reg.  at  18940.) 

The  remaining  portions  of  the  preamble's  analysis 
note  that  the  shopping  disclosures  required  by  Feder¬ 
al  Reserve  Regulation  Z  and  the  Real  Estate  Settle¬ 
ment  Procedures  Act  “are  not  made  sufficiently  early" 
and  “have  different  purposes,"  e  g.,  dislosing  annual 
percentage  rates  and  closing  costs,  and  thus  do  not 
sufficiently  serve  the  consumer  shopping  purposes 
targeted  by  the  Office.  Id.  See  also  48  Fed.  Reg.  9506, 
9510  (March  7,  1983)  (restatement  of  purposes  of 
initial  disclosures  in  preamble  to  revised  ARM  regula¬ 
tion). 

Recognizing  the  purposes  of  the  initial  ARM  disclo¬ 
sures,  you  identify  the  following  dilemma:  requiring 
that  disclosure  statements  accompany  any  written 
information  about  ARMS  may  prompt  a  bank  to  pro¬ 
vide  no  written  information  in  order  to  avert  the  appli¬ 
cation  of  the  initial  disclosure  requirement.  In  particu¬ 
lar,  a  bank  might  not  solicit  ARM  business  by  means  of 
brochures  and  written  advertisements  if  such  solicita¬ 
tions  must  be  accompanied  by  the  initial  ARM  disclo¬ 
sures.  Where  a  bank  has  tendered  no  written  informa¬ 
tion  of  its  ARMs,  the  customer  would  not  be  entitled  to 
receive  the  initial  ARM  disclosures  under  the  ARM 
regulation  until  a  loan  application  is  provided.  In  effect, 
you  suggest  that  the  Office  would  be  defeating  its 
goals  of  educating  the  consumer  and  stimulating 
competition  by  requiring  that  ARM  disclosures  accom¬ 
pany  any  written  information  on  a  bank’s  ARMs. 

It  is  my  view  that  the  ARM  regulation  does  not  create 
the  preceding  dilemma  for  three  reasons.  First,  the 
term  “written  information”  has  never,  to  my  knowl¬ 
edge,  been  interpreted  to  mean  any  written  informa¬ 
tion  about  ARMs.  More  specifically,  newspaper  and 
other  general  advertisements  have  been  excluded 
from  the  scope  of  the  initial  disclosure  requirement.1 


1  For  example,  Section  207  1  of  the  Comptroller's  Handbook  for 
Consumer  Examinations  (Nov  1983),  states  that  "[bjanks  may 
prepare  advertising  materials  of  a  general  nature"  without  triggering 
the  initial  disclosure  requirement,  but  that  a  relevant  disclosure 
statement  must  be  made  available  "whenever  the  bank  first  pro¬ 
vides  any  substantive  information  about  its  ARM  program  "  In  my 
opinion,  newspaper  advertisements  are  among  the  "advertising 


Second,  it  is  my  opinion  that  brochures  containing 
substantive  information2  about  a  bank's  ARM  products 
will  comply  with  the  ARM  regulation  if  they  clearly  and 
conspicuously  inform  recipients  that  relevant  ARM 
disclosure  statements  are  available  upon  their  request 
from  the  bank.3  Brochures  that  contain  substantive 
information  about  a  bank’s  ARMs,  therefore,  trigger 
the  initial  disclosure  requirement  but  need  not  include 
the  disclosure  statements  themselves  in  all  cases 

Third,  notice  in  a  brochure  of  disclosure  statement 
availability  will  further  the  Office's  goals  of  educating 
consumers  and  stimulating  market  competition  with¬ 
out  imposing  an  undue  burden  on  national  banks.  The 
public  will  be  informed  of  the  range  of  ARM  products 
available  from  the  Bank,  and  interested  persons  will 
be  assured  of  obtaining  the  required  disclosure  state¬ 
ments.4 

As  a  final  note,  you  have  explained  that  the  Bank's 
lending  officers  often  find  the  required  initial  ARM 
disclosures  to  be  effective  marketing  tools  when  dis¬ 
cussing  the  bank’s  ARM  products  with  prospective 


materials  of  a  general  nature"  contemplated  by  the  Office  since  they 
typically  focus  on  finance  charges,  down  payments,  and  other 
matters  better  suited  for  the  purposes  of  the  advertising  disclosures 
required  by  Regulation  Z 

2  As  a  general  rule,  it  is  my  opinion  that  brochures  include  "substan¬ 
tive  information"  where  loan-specific  information  about  a  particular 
ARM  product  available  from  a  bank  is  provided  therein,  eg.  where 
an  ARM  is  described  as  a  product  which  is  linked  to  an  index  of  U  S 
Treasury  securities  with  maturities  of  five  years,  adjusts  rates  and 
payments  in  5-year  intervals,  and  restricts  payment  changes  to  a 
maximum  of  7V2  percent  at  each  payment  change  date  In  contrast, 
an  educational  brochure,  which  describes  the  basic  differences 
between  fixed-  and  adjustable-rate  mortgages  in  general,  does  not 
contain  substantive  information  where  a  bank's  own  ARM  products 
are  not  specified  with  particularity  A  bank  could  therefore  distribute 
brochures  similar  to  the  Federal  Trade  Commission's  "The  Mort¬ 
gage  Money  Guide"  and  the  Federal  National  Mortgage  Associa¬ 
tion's  "Consumer  Guide  to  Adjustable  Rate  Mortgages'  without 
triggering  the  initial  ARM  disclosures  As  a  rule  of  thumb,  therefore 
one  should  look  to  whether  a  brochure  describes  a  bank's  own  ARM 
products  with  particularity  in  determining  whether  “substantive 
information"  is  contained  therein 

3  The  provision  of  substantive  written  information  in  a  brochure 
about  a  bank's  ARMs  triggers  the  requirement  that  relevant  ARM 
disclosure  statements  be  made  available  to  the  consumer  Assum¬ 
ing  that  the  brochures  in  question  contain  substantive  information, 
you  have  orally  suggested  that  the  following  statement  could  be 
placed  in  the  bank's  brochures  to  clearly  and  conspicuously  inform 
the  consumer  of  the  disclosures'  availability 

DISCLOSURE  STATEMENTS,  REQUIRED  BY  FEDERAL  LAW 

FOR  ANY  OF  THE  ADJUSTABLE-RATE  MORTGAGES  DE¬ 
SCRIBED  HEREIN  ARE  AVAILABLE  UPON  YOUR  REQUEST 

I  agree  that  placing  the  preceding  statement  in  the  Bank's  bro¬ 
chures  will  suffice,  provided  that  the  statement  also  provides  a 
phone  number  or  mailing  address  from  which  to  obtain  the  disclo 
sure  statements  Moreover,  ample  copies  of  the  disclosure  state 
ments  should  be  available  at  the  bank's  premises  for  walk-m 
customers 

4  Of  course,  an  initial  disclosure  statement  must  be  furnished  where 
a  loan  application  form  is  provided  to  a  prospective  ARM  borrower 
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borrowers  l  am,  therefore,  even  more  confident  that 
the  existing  ARM  regulation  promotes  the  interests  of 
both  borrower  and  lender  in  alleviating  the  difficulty  of 
shopping  for  an  appropriate  mortgage 

I  trust  that  this  is  responsive  to  your  inquiry. 

Jonathan  L  Levin 
Senior  Attorney 

Legal  Advisory  Services  Division 

*  *  * 


313 — October  22,  1984 

This  is  in  response  to  your  letter  dated  July  2,  1984,  in 
which  you  requested  this  Office  to  review  the  pro¬ 
posed  changes  in  equity  capital  of  ***  (Bank),  a 
subsidiary  of  ***  (BHC).  At  present,  BHC  owns  approx¬ 
imately  97  3  percent  of  the  1 7,000  outstanding  shares 
of  Bank's  common  stock  with  a  $10  par  value.  Your 
letter  contemplates  a  series  of  transactions  which  will 
culminate  in  a  reverse  stock  split,  a  cashout  of  minority 
shares,  and  sole  ownership  of  Bank  by  BHC. 

The  series  of  transactions  contemplated  to  effect  the 
reorganization  are  as  follows: 

First,  BHC  will  pay  Bank  $144,160  (the  approxi¬ 
mate  amount  needed  to  purchase  the  minority 
shares),  as  a  subscription  for  four  (4)  of  $12.50 
par  value  shares  which  would  be  issued  and  sold 
following  the  reverse  stock  split. 

Second,  the  par  value  of  Bank's  common  stock 
would  be  reduced  to  $  10  per  share,  decreasing 
the  aggregate  par  value  of  common  shares  out¬ 
standing  from  $1 70,000  to  $1 ,700. 1  The  difference 
between  these  two  amounts,  $168,300,  would  be 
retained  in  a  capital  account  to  be  designated  as 
“capital  over  par.”2 

Third,  Bank  would  effect  a  reverse  stock  split  at  a 
ratio  of  125  to  1  After  the  split,  there  will  be  132 
whole  shares  held  by  BHC  and  various  fractional 


The  reduction  and  subsequent  increase  in  par  value  is  intended  to 
perrr  r  the  accomplishment  of  the  reverse  stock  split  while  ensuring 
‘har  *he  par  value  of  each  share  does  not  at  any  time  exceed  $100  in 
violation  of  12  USC  52 

Estab  shment  of  a  temporary  account  designated  as  "capital  over 
par  has  been  approved  by  this  Office  in  the  context  of  a  reverse 
stock  sp  t  to  meet  the  capital  requirements  of  12  USC  36(d)  and  51 
A  discussion  of  the  account  is  included  later  in  the  letter  Section  51 
provides  minimum  capital  amounts  for  national  banks  that  are 
determined  by  the  population  of  the  place  in  which  the  bank  is 
orgar  /ed  Similar  requirements  apply  to  branch  locations  See  12 
JSC  36td)  For  purposes  of  this  discussion  I  am  assuming  that 
Tar  *  •,  ,ap  ’  i  wf er  adjusted  according  to  this  letter  complies  with 
Section  51  'and  Section  36(d)  if  applicable)  both  before  and  after 
'*  e  m/e'se  sfocx  spi  t  without  the  capital  over  par"  account 


shares  of  $12.50  par  value  common  stock  of  Bank 
outstanding  Such  fractional  shares,  if  aggregat¬ 
ed,  would  constitute  four  post-split  shares. 

Fourth,  Bank  proposes  to  eliminate  all  fractional 
shareholdings  by  purchasing  them  for  cash  at  a 
price  presently  anticipated  to  be  equivalent  to 
$318.94  for  each  pre-split  share  (approximate 
book  value  as  of  December  31,  1983).  Bank  is  in 
the  process  of  getting  an  independent  appraisal 
of  the  fractional  shares  upon  which  an  exact 
purchase  price  will  be  based,  subject  to  determi¬ 
nation  by  BHC  and  Bank's  Board  of  Directors  that 
such  price  is  fair  to  minority  shareholders. 

Finally,  Bank  proposes  to  transfer  $144,160  from 
the  stock  subscription  account  to  the  capital  stock 
account  and,  concurrently,  issue  four  (4)  post-split 
shares  of  $12.50  par  value  common  stock  at  BHC 
in  accordance  with  the  stock  subscription.  Follow¬ 
ing  this  transaction,  Bank  would  have  136  shares 
of  common  stock  outstanding,  all  held  by  BHC. 

The  proposed  reduction  in  capital  is  subject  to  OCC 
and  shareholder  approval  under  12  USC  59  and  12 
CFR  5.46(d)  and  (h)  (4);  and,  the  issuance  of  addition¬ 
al  common  stock  is  subject  to  OCC  and  shareholder 
approval  under  12  USC  57  and  12  CFR  5.46.  In 
addition,  Bank  must  comply  with  12  CFR  7.6040  when 
it  purchases  fractional  shares  from  minority  sharehold¬ 
ers. 

Although  Bank's  proposed  transaction,  as  outlined 
above,  appears  to  conform  substantially  to  other 
transactions  previously  approved  by  the  OCC,  see 
OCC  Staff  Interpretive  Letters  No.  264  and  275  (Au¬ 
gust  4,  1983,  and  October  21,  1983),  reprinted  in  CCH 
Federal  Banking  Law  Reporter  H  85,428  and  H  85,439 
and  raises  no  new  legal  issues,  approval  of  the 
proposed  reduction  and  subsequent  increase  in  capi¬ 
tal  cannot  be  recommended  until  the  proposal  com¬ 
plies  with  12  USC  51.  After  such  compliance  is 
achieved,  and  certain  aspects  of  the  proposal  regard¬ 
ing  appraisal  of  the  fractional  shares  and  disclosure  to 
shareholders  are  clarified,  there  will  be  no  legal  objec¬ 
tion  to  approval  of  the  proposed  change  in  equity 
capital. 

On  August  10,  1984,  Nancy  E.  Chase,  Attorney,  of  this 
Office  spoke  with  ***  of  your  firm  regarding  changes 
that  will  be  necessary  before  your  proposal  is  ap¬ 
proved  in  concept.  Ms.  Chase  advised  ***  that  Bank's 
proposed  transaction  does  not  comply  with  1 2  USC  51 
since  the  capital  of  Bank  following  the  reverse  stock 
split  would  be  $1,700  (136  shares  times  $12  50  par 
value  per  share)  which  amount  would  not  meet  the 
minimum  capital  requirements  even  if  Bank  were 
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organized  in  a  place  where  the  population  does  not 
exceed  six  thousand  people.  In  the  same  conversa¬ 
tion,  ***  indicated  that  Bank  intended  that  following  the 
reverse  stock  split  the  amount  of  capital  represented 
by  the  $12.50  par  value  common  stock  would  be 
$1 70,000.  In  order  to  achieve  this  level  of  capital,  Bank 
must  hold  13,600  shares  of  $12.50  par  value  common 
stock  after  the  transaction  is  completed,  i.e.,  after  the 
reverse  stock  split  and  issuance  of  sufficient  shares  of 
$12.50  par  value  common  stock  to  maintain  capital  at 
$170,000.  This  result  can  be  achieved  by  substituting 
the  steps  outlined  below  for  those  proposed  by  Bank. 

First,  BHC  will  pay  Bank  $168,350  as  a  subscription 
for  13,468  shares  of  $12.50  par  value  common  stock 
which  will  be  sold  to  BHC  following  the  reverse  stock 
split.  The  remaining  $1 ,650  of  capital  ($1 70,000  minus 
$168,350)  will  comprise  the  132  shares  BHC  will  hold 
immediately  after  the  reverse  stock  split. 

The  second,  third,  and  fourth  steps  will  remain  essen¬ 
tially  as  proposed. 

Fifth,  Bank  will  issue  1 3,464  shares  of  $1 2.50  par  value 
common  stock  which  when  added  to  the  132  shares 
held  by  ***  and  the  four  (4)  shares  purchased  by  Bank 
from  shareholders  holding  fractional  shares  will  com¬ 
prise  13,600  shares — the  total  number  required  to 
bring  Bank’s  capital  to  the  pre-split  level. 

The  final  step  will  require  Bank  to  transfer  $168,350 
from  the  stock  subscription  account  to  the  capital 
stock  account  for  purchase  by  BHC  of  13,468  shares 
of  $12.50  par  value  common  stock  in  accordance  with 
the  stock  subscription.  Following  this  transaction, 
Bank  will  have  13,600  (13,468  plus  132)  shares  of 
common  stock  outstanding,  all  held  by  BHC. 

It  appears  that  the  problems  with  Bank’s  proposal 
arose  from  a  misunderstanding  of  the  above-cited 
OCC  interpretive  letters  in  reverse.stock  splits  pub¬ 
lished  in  CCH.  Clarification  of  certain  aspects  of  those 
letters  follows.  First,  this  Office  approved  the  establish¬ 
ment  of  a  temporary  account  designated  as  "capital 
over  par"  in  the  context  of  a  reverse  stock  split  to  meet 
the  capital  requirements  of  12  USC  36(d)  and  51 .  The 
"capital  over  par"  account  exists  as  a  capital  account 
only  momentarily — until  the  newly  issued  stock  is 
purchased  following  the  reverse  stock  split  with  funds 
that  have  been  paid  into  the  stock  subscription  ac¬ 
count  for  that  purpose.  Once  the  stock  purchase  is 
effected,  the  "capital  over  par"  account  no  longer 
exists  as  a  "capital”  account,  rather  it  takes  on  its 
traditional  character  as  capital  surplus — a  "surplus" 
account.  See  IR  7.1100(c)(1)  and  (e)(1),  12  CFR 
7.1 100(c)(1)  and  (e)(1).  As  a  surplus  account,  capital 
surplus  cannot  be  counted  as  capital  for  statutory 


purposes.  See  12  USC  51c  which  defines  the  term 
"capital”  for  purposes  of  Section  51  as  "the  amount  of 
unimpaired  common  stock  plus  the  amount  of  pre¬ 
ferred  stock  outstanding  and  unimpaired." 

The  amount  of  common  or  preferred  stock  which  is 
considered  capital  traditionally  has  been  determined 
to  be  an  amount  equal  to  the  par  value  of  the  shares 
issued  multiplied  by  the  number  of  shares  that  were 
issued  Eg.,  B  Manning,  A  Concise  Textbook  on 
Legal  Capital,  21 , 29  (1977)  Thus,  in  order  for  Bank  to 
have  $170,000  in  capital  following  the  reverse  stock 
split,  the  amount  in  the  capital  stock  account  must  be 
$170,000  which  amount  is  determined  by  multiplying 
13,600  shares  by  $12.50  par  value  per  share  Since 
BHC  will  own  132  shares  as  a  result  of  the  split,  it  will 
need  to  purchase  13,468  more  for  $168,350  (the 
amount  paid  into  the  stock  subscription  account  prior 
to  the  split). 

Second,  the  Bank  should  note  that  12  CFR  7.6040(c) 
requires  that  when  a  bank  purchases  fractional 
shares,  the  purchase  price  must  be  based  "on  the 
market  [not  book]  value  of  the  stock,  if  there  is  an 
established  and  active  market  in  the  bank’  stock,  or,  in 
the  absence  of  such  a  market,  on  a  reliable  and 
disinterested  determination  as  to  the  fair  market  value 
of  the  stock  if  such  stock  is  available."  12  CFR 
7.6040(c)  (emphasis  added). 

Where  an  independent  appraisal  is  conducted,  it 
should  form  the  exclusive  basis  for  the  amount  of 
compensation  paid  for  fractional  interests.  Further,  as 
part  of  its  disclosures  to  shareholders,  Bank  should 
state  that  it  has  secured  such  an  appraisal,  the  identity 
of  the  person  preparing  the  appraisal,  such  person's 
qualifications  and  how  he  or  she  was  selected,  and 
any  material  relationship  between  Bank  and  such 
person.  Bank  should  furnish  a  summary  of  the  ap¬ 
praisal  including  the  findings  and  recommendations, 
the  basis  for  and  methods  of  arriving  at  such  findings 
and  recommendations,  and  any  limitation  imposed  by 
Bank,  as  well  as  furnish  a  statement  making  the 
appraisal  available  for  inspection  and  copying.  This 
Office  has  determined  not  to  review  the  adequacy  of 
consideration  offered  to  minority  shareholders  in  ex¬ 
change  for  their  shares,  subject  to  the  condition  that 
such  shareholders  are  provided,  prior  to  the  meeting 
of  shareholders  called  to  consider  the  proposed  trans¬ 
action,  sufficient  information  to  make  that  determina¬ 
tion.  See  12  USC  57  and  59;  12  CFR  5.46;  and  46  Fed 
Reg.  6865,  6868  (Jan.  22,  1981) 

Finally,  as  Ms.  Chase  indicated  to  ***  in  the  August  10 
conversation,  the  disclosures  referred  to  in  the  above- 
cited  CCH  letters  apply  to  disclosures  to  Bank  share¬ 
holders,  rather  than,  or  in  addition  to,  information 
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required  to  be  included  in  the  application  for  a  change 
■  equity  capital  submitted  to  this  Office  The  informa¬ 
tion  provided  to  the  shareholders  should  disclose  all 
material  aspects  of  the  transaction  In  particular,  mi¬ 
nority  shareholders  should  be  advised  of  Bank's  pur¬ 
pose  in  conducting  the  stock  split,  the  reasons  for  the 
timing  thereof,  and  the  amount  and  precise  valuation 
of  the  consideration  offered.  Additionally,  the  Bank 
should  state  whether  it  reasonably  believes  the  trans¬ 
action  to  be  fair  or  unfair  to  minority  shareholders,  and 
discuss  in  reasonable  detail  the  material  facts  upon 
which  the  stated  belief  is  based.  OCC  anticipates  that 
this  transaction  will  be  subject  to  applicable  substan¬ 
tive  and  procedural  constraints  imposed  by  common 
law  fiduciary  duty  considerations  and  the  antifraud 
provisions  of  the  Federal  securities  laws. 

If  Bank  follows  the  revised  steps  described  in  effecting 
the  reverse  stock  split,  cashout  of  minority  shares,  and 
full  ownership  of  Bank  by  BHC,  including  the  regula¬ 
tory  requirements  for  appraisal  of  fractional  shares 
and  full  disclosure  to  Bank  shareholders,  I  have  no 
legal  objection  to  the  structure  of  Bank’s  proposal. 
However,  Bank  also  must  submit  a  formal  written 
application  to  the  Office  for  review  and  approval. 

Applications  for  such  approval  should  be  made  pursu¬ 
ant  to  12  CFR  Part  5  and  sent  to: 

John  A  Bodnar,  District  Administrator 
Office  of  the  Comptroller  of  the  Currency 
1201  Elm  Street,  Suite  3800 
Dallas,  Texas  75270 

If  you  need  further  assistance  in  clarifying  the  proper 
procedures  for  carrying  out  the  reverse  stock  split  or 
revising  your  proposal,  please  contact  Nancy  E. 
Chase,  Attorney,  Legal  Advisory  Services  Division  at 
(202)  447-1880. 

Peter  Liebesman 
Assistant  Director 

Legal  Advisory  Services  Division 

*  *  * 

314 — October  15,  1984 

Your  March  14,  1984  letter  addressed  to  Roberta  W. 
Boylan,  Director,  Legal  Advisory  Services  Division, 
has  been  referred  to  me  for  review  I  apologize  for  the 
delay  in  responding  to  your  inquiry. 

r'our  effer  requested  our  opinion  on  the  interpretation 
of  12  USC  84  and  Regulation  O,  12  CFR  Part  215 
implementing  12  USC  375b),  with  respect  to  a  pro¬ 
posed  ending  transaction  by  your  client,  ***  Specifi- 
ca  /  /our  client  intends  to  purchase,  on  a  discounted 


basis,  promissory  notes  aggregating  $2,000,000  in 
principal  indebtedness  from  a  corporation  controlled 
by  one  of  its  principal  shareholders.  The  corporation  is 
in  the  business  of  financing  the  purchase  of  commer¬ 
cial  trucks  on  a  conditional  sales  basis.  Promissory 
notes  are  executed  by  the  purchasers  of  the  trucks 
who  have  pledged  collateral  and  remain  obligors  on 
the  notes.  The  bank  intends  to  purchase  the  notes 
without  recourse  to  the  corporation,  and  its  decision  to 
purchase  will  be  based  on  an  independent  assess¬ 
ment  of  the  degree  of  risk  associated  with  each  of  the 
obligors. 

You  have  requested  a  determination  of  whether  the 
lending  limit  provisions  of  1 2  USC  84,  either  alone  or  in 
conjunction  with  the  aggregation  requirements  of  Reg¬ 
ulation  O,  preclude  the  proposed  transaction.  Based 
on  the  information  you  provided,  the  proposed  trans¬ 
action  does  not  constitute  an  extension  of  credit  to  the 
corporation  subject  to  the  lending  limits  of  12  USC  84 
and,  therefore,  need  not  be  aggregated  with  outstand¬ 
ing  loans  of  the  bank's  principal  shareholder. 

Under  Section  84(b)(1),  loans  and  extensions  of  credit 
include  “all  direct  or  indirect  advances  of  funds  to  a 
person  made  on  the  basis  of  an  obligation  of  that 
person  to  repay  the  funds  or  repayable  from  specific 
property  pledged  by  or  on  behalf  of  the  person.’’  The 
focus  on  the  provision  is  on  the  liability  of  the  borrower 
arising  from  a  particular  transaction.  Generally,  the 
contract  of  an  endorser  of  commercial  paper  pre¬ 
sumes  liability  of  the  endorser  in  the  event  of  dishonor 
by  the  maker.  Such  liability  of  the  endorser/borrower 
ordinarily  constitutes  an  extension  of  credit.  Section  3- 
414  of  the  Uniform  Commercial  Code  provides  that  an 
endorsement  must  be  “without  recourse"  for  an  en¬ 
dorser  to  disclaim  liability  for  payment 

In  this  case,  because  the  discount  of  promissory  notes 
without  recourse  results  in  no  obligation  of  the  corpo¬ 
ration  to  repay  the  bank,  the  proposed  transaction 
does  not  constitute  an  extension  of  credit  to  the 
corporation,  and  the  lending  limits  do  not  apply  to  it. 
The  notes  are  transferred  to  the  bank  which  will 
receive  all  payments  directly  from  the  obligors  pur¬ 
chasing  the  trucks.  The  bank  may  rely  only  on  the 
creditworthiness  of  the  obligors  or  the  collateral 
pledged  in  deciding  to  extend  the  funds  and,  in  the 
case  of  default,  may  only  look  to  the  obligors  or 
collateral  for  repayment. 

In  your  letter,  you  note  that  Section  84  contains  an 
exception  to  the  lending  limits  for  extensions  of  credit 
arising  from  the  discount  of  commercial  paper  with 
recourse  You  suggest  that  exception  1,12  USC  84(c) 
(1 ),  appears  to  create  an  anomaly  because  it  excepts 
the  recourse  transaction  only  The  lending  limits  ap- 
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pear  to  apply  to  a  similar  transaction  without  recourse 
where  there  is,  presumably,  more  reason  for  an  ex¬ 
ception  based  on  the  bank's  exclusive  reliance  on  the 
obligor’s  (the  maker  of  the  note)  ability  to  pay.  Exami¬ 
nation  of  the  structure  of  Section  84,  however,  demon¬ 
strates  that  the  statute  first  defines  extensions  of  credit 
generally  and  then  specifically  excepts  transactions 
that  fall  within  the  definition. 

In  a  similar  manner,  12  CFR  Part  32,  the  regulation 
implementing  Section  84,  elaborates  on  the  definition 
of  extensions  of  credit  and  then  describes  the  types  of 
transactions  that  are  specifically  excepted  from  the 
lending  limits.  Under  12  CFR  32.2(a),  the  definition  of 
extensions  of  credit  assumes  that  the  endorsement  is 
with  recourse.  Exception  1,  contained  in  12  CFR 
32.6(a),  then  takes  the  recourse  transaction  out  of  the 
lending  limit  requirement.  Furthermore,  under  12  CFR 
32.104,  purchases  of  third-party  paper  do  not  involve 
an  extension  of  credit  to  the  seller  if  the  seller  has  not 
agreed  to  repurchase  the  paper  upon  default.  This 
interpretation  reflects  that,  in  substance,  the  only 
extension  of  credit  is  the  indirect  advancement  of 
funds  to  the  obligors  on  the  paper. 

Thus,  failure  of  Section  84(c)  to  specifically  exclude 
nonrecourse  transactions  does  not  imply  that  such 
transactions  are  extensions  of  credit  where  the  char¬ 
acteristics  of  a  lending  transaction  are  not  present. 
Since  the  proposed  transaction  does  not  constitute  an 
extension  of  credit,  it  would  be  unreasonable  to  con¬ 
clude  that  the  failure  to  except  the  nonrecourse  trans¬ 
action  requires  application  of  the  lending  limits  by 
negative  inference. 

Analysis  of  exception  8,  12  USC  84(c)(8),  and  its 
corresponding  regulatory  provision,  12  CFR  32  6(h), 
further  supports  the  conclusion  that  the  lending  limits 
do  not  apply  to  the  proposed  transaction.  This  excep¬ 
tion  raises  the  loan  ceiling  for  extensions  of  credit 
arising  from  the  discount  of  installment  consumer 
paper  carrying  a  full  recourse  endorsement  or  uncon¬ 
ditional  guarantee  and  completely  exempts  the  re¬ 
course  consumer  paper  transaction  where  the  bank 
relies  primarily  on  the  responsibility  of  the  obligor  for 
payment.  Although  the  recourse  element  technically 
amounts  to  an  extension  of  credit  to  the  endorser,  it 
may  be  negated  by  reliance  on  the  obligor's  credit- 
worthiness.  12  CFR  32.6(h)(5).  In  the  analogous  pro¬ 
posed  nonrecourse  transaction,  the  bank  is  evaluating 
each  obligor,  not  the  transferring  corporation,  as  a 
credit  risk  and,  thus,  the  lending  limits  apply  only  to 
the  obligors. 

The  proposed  transaction  also  resembles  a  narrow 
exception  from  the  application  of  Section  84  for  lease 
note  financing.  This  Office  has  concluded  that  direct 


notes  without  recourse  to  the  lessor,  granted  with 
assignment  of  the  lease  and  meeting  certain  specifi¬ 
cally  prescribed  conditions,  need  not  be  included  in 
the  lending  limit  of  the  lessor  under  Section  84  For  this 
result,  the  bank  must  be  placed  in  the  same  position 
as  if  it  had  directly  leased  the  property  to  the  lessee. 
i.e.,  the  lessor  must  have  effectively  assigned  all  his 
rights,  title,  and  obligations  to  the  bank  regarding  the 
collateral.  In  the  event  of  default,  the  bank  must  have 
immediate  recourse  to  the  lessee  for  any  deficiency  * 
Similarly,  in  the  proposed  transaction,  the  lending  limit 
is  not  applied  to  the  discount  of  promissory  notes 
without  recourse  since  the  corporation  effectively 
transfers  to  the  bank  all  rights  to  repayment  of  the 
notes  secured  by  the  pledged  collateral 

Despite  the  inapplicability  of  the  lending  limits  of 
section  84  to  the  proposed  transaction,  Regulation  O 
expressly  provides,  in  12  CFR  215  3(a)(5),  that  re¬ 
course  and  nonrecourse  discounting  transactions  in¬ 
volve  an  extension  of  credit  where  the  transferring 
party  is  a  related  interest.  You  suggest  the  appear¬ 
ance  of  a  conflict  in  applying  the  aggregation  rules  of 
Regulation  O  because  the  regulation  independently 
defines  extension  of  credit  yet  cross-references  both 
the  provisions  and  the  exceptions  of  Section  84  To 
promote  consistent  results,  however,  the  Section  84 
definition  of  extensions  of  credit  should  control  in  the 
event  of  a  conflict  with  Regulation  O. 

When  there  is  an  apparent  conflict  between  Section  84 
and  Regulation  O,  the  scope  and  intent  of  each 
provision  must  be  examined.  By  establishing  lending 
limits  to  individual  borrowers,  Section  84  is  intended  to 
maintain  bank  safety  through  requiring  diversification 
in  lending.  The  purpose  of  12  USC  375b,  the  statutory 
basis  for  Regulation  0,  is  to  control  lending  to  insiders 
or  related  parties  of  the  bank  who  are  in  a  position  to 
influence  bank  management.  Although  the  underlying 
purposes  of  these  sections  differ,  there  is  consider¬ 
able  overlap  between  the  provisions  and  terminology 
of  each  and,  to  the  extent  possible,  the  two  statutes 
should  be  interpreted  in  a  similar  manner  The  Office 
has  concluded  that,  in  order  to  evaluate  transactions 
consistently,  Section  84  controls  for  defining  exten¬ 
sions  of  credit  even  though  Regulation  O  does  not 
specifically  incorporate  that  section’s  interpretations 
regarding  the  definition.  Thus,  the  nonrecourse  exclu¬ 
sion  discussed  above  has  been  applied  where  Regu¬ 
lation  O  might  otherwise  compel  application  of  the 
limits. 


*  For  a  more  complete  description  ot  the  specific  conditions  neces 
sary  to  except  a  lease  note  financing  arrangement  from  the  Section 
84  lending  limits,  see  [1983  1984  Transfer  Binder)  Fed  Bank" 

Rep  (CCH)  %  85.451 


121 


Consequently  the  proposed  nonrecourse  transaction 
you  described  would  not  be  subject  to  the  lending 
limits  of  section  84  nor  would  it,  in  my  opinion,  be 
required  to  be  aggregated  with  outstanding  loans  of 
the  principal  shareholder  of  the  bank  under  Regulation 
0  Although  the  proposed  transaction  is  not  an  exten¬ 
sion  of  credit  nor  subject  to  Regulation  0,  care  must 
be  taken  by  the  bank  to  assure  that  the  discount 
amount  reflects  the  credit  risks  involved.  Imprudent 
transactions  may  jeopardize  the  safety  and  sound¬ 
ness  of  the  bank  I  trust  this  letter  is  responsive  to  your 
inquiry  If  you  have  any  further  questions  regarding 
this  issue,  please  contact  Madonna  K.  Starr,  Attorney, 
Legal  Advisory  Services  Division,  at  (202)  447-1880. 

Rosemarie  Oda 
Senior  Attorney 

Legal  Advisory  Services  Division 

*  *  * 

315 — November  6,  1984 

This  is  in  response  to  your  letter  of  November  5,  1984, 
in  which  you  request  that  this  Office  not  object  to  the 
public  issuance  by  ***  in  the  Euromarket  of  up  to 
$250,000,000  principal  amount  of  mandatory  convert¬ 
ible  subordinated  capital  notes  due  in  1996  (the 
Notes)  without  compliance  with  the  substantive  disclo¬ 
sure  and  review  provisions  of  12  CFR  Part  16. 

The  pertinent  facts,  as  more  fully  explained  in  your 
letter,  are  as  follows.  The  Notes  would  bear  interest 
payable  quarterly  at  a  floating  rate  and  would  comply 
with  this  Office's  regulations  allowing  mandatory  con¬ 
vertible  subordinated  notes  to  be  deemed  primary 
capital  They  would  be  issued  only  outside  the  United 
States,  and  both  the  underwriting  and  subscription 
agreements  would  limit  purchase  to  non-U. S.  inves¬ 
tors  The  temporary  Note  issued  and  held  by  a  deposi¬ 
tory  for  a  period  of  ninety  days  following  completion  of 
the  distribution  would  contain  a  legend  restricting  the 
offer  or  sale  of  Notes  as  part  of  the  distribution  to  non- 
U  S  persons  A  purchaser  would  receive  definitive 
Notes  and  be  entitled  to  receive  the  first  interest 
payment  not  sooner  than  ninety  days  following  com¬ 
pletion  of  the  initial  distribution  and  then  only  upon 
delivery  of  a  certificate  representing  that  such  pur¬ 
chaser  is  not  a  U  S  person  In  addition,  the  prospec¬ 
tus  /vould  contain  language  stating  that  the  Notes  are 
not  being  offered  for  sale  in  the  U  S  or  to  U  S 
persons 

As  the  minimum  denomination  is  $10,000,  it  is  expect¬ 
ed  fhat  purchasers  will  be  primarily  institutional  inves¬ 
tors  n  *h  an  anticipated  initial  distribution  of  between 
100  200  institutions  with  an  average  purchase  per 
in  /esfor  of  $1  000,000  to  $2,000,000 


Redemption  of  the  notes  is  expected  to  be  accom¬ 
plished  in  either  of  two  ways.  First,  the  outstanding 
notes  might,  prior  to  maturity,  be  purchased  by  ***'s 
parent  bank  holding  company,  ***  (the  Corporation) 
with  cash  derived  from  the  Corporation  s  prior  sale  of 
primary  capital  securities.  It  is  anticipated  that  the 
significant  portion  of  the  cash  would  be  proceeds, 
held  in  a  segregated  fund,  from  sales  of  securities 
issued  pursuant  to  the  Corporation  s  Dividend  Rein¬ 
vestment  Plan,  pursuant  to  the  exercise  of  stock 
options  or  in  such  other  offerings  of  primary  capital 
securities  as  the  Corporation  might  undertake  over  the 
life  of  the  Notes. 

Alternatively,  the  Corporation  may  issue  primary  capi¬ 
tal  securities  in  exchange  for  the  Notes.  The  securities 
would  consist  of  either  common  stock,  perpetual  pre¬ 
ferred  stock,  or  other  securities  which  at  the  time  of 
issuance  would  be  deemed  by  regulatory  authorities 
to  be  primary  capital  securities  of  the  Corporation. 
These  securities  would  be  offered  and  sold  in  compli¬ 
ance  with  applicable  laws  and  Securities  and  Ex¬ 
change  Commission  regulations  in  effect  at  the  time  of 
issuance 

The  proposed  offering  would  be  made  pursuant  to  an 
offering  circular.  You  represent  that  this  document, 
while  not  prepared  in  total  compliance  with  12  CFR 
Part  16,  contains  substantially  more  information  than 
would  normally  be  made  in  Euromarket  offerings  by 
bank  holding  companies  and  other  issuers  subject  to 
the  disclosure  requirements  of  the  federal  securities 
laws.  Financial  disclosure  regarding  the  Bank  would 
be  supplemented  with  inclusion  of  financial  state¬ 
ments  and  supplementary  financial  information  of  the 
Corporation,  since  the  Bank  constitutes  over  70  per¬ 
cent  of  the  Corporation  in  terms  of  assets  and  reve¬ 
nues. 

You  further  represent  that  ***  will  comply  with  the 
disclosure  requirements  of  the  Luxembourg  Stock 
Exchange,  on  which  the  Notes  will  be  listed,  and  also 
with  the  customary  disclosure  procedures  of  the  Euro¬ 
market. 

This  Office  will  not  object  to  ***  plan  to  make  the 
proposed  offering  as  described,  without  compliance 
with  the  provisions  of  12  CFR  Part  16,  based  on  the 
facts  submitted  in  your  letter  and  on  ***’s  representa¬ 
tion  that  it  will  take  all  reasonable  steps  to  ensure  that 
the  Notes  are  not  offered,  sold,  or  distributed  within  the 
United  States  or  to  U  S.  persons.  Specifically,  this 
Office's  position  is  based  on  ***'s  representations  (i) 
that  both  the  underwriting  and  subscription  agree¬ 
ments  limit  the  purchasers  to  non-U  S  investors,  (n) 
that  the  prospectus  and  the  temporary  Note  will  carry 
appropriate  language  noting  the  restrictions  on  pur- 


chase,  (in)  that  not  sooner  than  ninety  days  following 
the  completion  of  the  initial  distribution,  each  purchas¬ 
er  must  furnish  a  certificate  of  non-U. S.  ownership  in 
order  to  receive  the  definitive  Notes  and  first  interest 
payment,  (iv)  that  ***  will  comply  with  applicable 
disclosure  regulations  of  the  Luxembourg  Stock  Ex¬ 
change  and  (v)  that  any  securities  subsequently  is¬ 
sued  by  the  Corporation  in  exchange  for  the  Notes  will 
be  offered  and  sold  in  compliance  with  applicable 
U  S.  securities  laws  and  regulations.  As  our  position  is 
based  on  the  specific  facts  and  representations  made 
in  your  letter,  you  should  be  aware  that  any  alteration 
in  the  terms  of  the  offering  might  require  another 
interpretation.  Furthermore,  this  letter  only  expresses 
this  Office's  position  regarding  ***’s  obligation  to  com¬ 
ply  with  the  filing  and  review  requirements  of  12  CFR 
Part  16,  and  does  not  in  any  way  express  an  opinion 
regarding  ***'s  obligation  to  apply  for  approval  of  a 
change  in  its  capital  structure. 

Deborah  S.  Hechinger 
Director 

Securities  &  Corporate 
Practices  Division 

*  *  * 


316 — December  4,  1984 

Thank  you  for  your  letter  of  November  6,  1984,  re¬ 
questing  our  views  on  whether  a  bank's  sale  of  its 
“customer  list"  and  the  practice  of  including  stuffers  in 
bank  mailings  constitute  “referrals"  of  the  bank’s  cus¬ 
tomers  to  a  particular  insurance  agency.  You  also 
expressed  concern  about  a  discount  rate  of  15  per¬ 
cent  discussed  in  a  1978  letter  relating  to  the  market¬ 
ing  of  cancer  insurance  to  credit  cardholders. 

The  first  question  arises  out  of  a  lease  that  ***  has 
entered  into  with  ***.  Under  the  lease,  ***  will  operate  a 
full-service  insurance  agency  in  the  retail  banking 
lobby  of  the  bank’s  branches.  Our  understanding  is 
that  the  bank  will  receive  as  rent  a  fixed  monthly  sum 
plus  a  certain  percentage  of  gross  sales  on  insurance 
products  and  services  originating  from  ***  bank  lobby 
operations. 

The  general  concept  of  leasing  lobby  space  to  inde¬ 
pendent  insurance  agencies  was  approved  in  OCC 
Interpretive  Letter  No.  274,  Fed.  Banking  L  Rep 
(CCH)  1185,438,  dated  December  2,  1 983  The  office  of 
the  Attorney  General  of  Tennessee,  through  Chief 
Deputy  Attorney  General  William  B.  Hubbard,  con¬ 
cluded  in  an  opinion  dated  August  13,  1984,  that  this 
percentage  lease  does  not  violate  Tennessee  insur¬ 
ance  laws,  including  one  Tennessee  statute  prohibit¬ 
ing  an  insurance  agent  from  paying  commissions  to 


unlicensed  parties  for  services  in  connection  with  the 
sale  of  insurance.*  In  reaching  its  conclusion  as  to  this 
statute,  the  Tennessee  Attorney  General’s  office  as¬ 
sumed  that  the  bank  and  its  employees  will  make  no 
“referrals”  of  the  bank's  customers  to  the  insurance 
agency.  According  to  the  Tennessee  Attorney  Gener¬ 
al’s  opinion  (pp.  5-6),  “Such  referrals  would  clearly 
violate  the  statute  because  the  bank  and  its  employ¬ 
ees  would  then  be  providing  a  service  in  connection 
with  the  sale  of  insurance.” 

You  have  raised  the  question  of  whether  the  sale  of  a 
bank’s  “customer  list”  (presumably  a  list  of  its  loan 
customers)  constitutes  a  “referral”  within  the  meaning 
of  the  Tennessee  Attorney  General’s  opinion  First,  it 
should  be  noted  that  the  OCC  ruling  does  not  mention 
referrals;  our  ruling  contemplates  that  the  bank  will 
actively  seek  to  maintain  an  arms-length  relationship 
with  the  insurance  agency,  and  that  tying  arrange¬ 
ments,  whether  subtle  or  overt,  between  the  granting 
of  credit  and  the  purchase  of  insurance  from  the  on¬ 
premises  insurance  agency,  must  be  avoided  Thus, 
from  our  standpoint,  the  bank's  sale  of  its  loan  custom¬ 
er  list  to  anyone,  including  the  on-premises  insurance 
agency,  is  not  per  se  improper,  since  the  loans  will 
have  already  been  made  and  the  bank  will  no  longer 
have  the  chance  to  tie  the  loan  approval  to  the 
purchase  of  insurance  from  a  particular  agency. 

Separately,  I  might  add  that  the  Comptroller's  office 
has  not  objected  to  a  bank’s  sale  or  rental  of  its 
customer  lists.  The  sale  of  names  and  addresses  is 
commonplace  in  American  commerce  today  and, 
unless  state  privacy  laws  interpose  an  obstacle,  ap¬ 
pears  unobjectionable.  Similarly,  the  practice  of  stuff¬ 
ing  envelopes  with  brochures  containing  information 
about  the  availability  of  non-banking  products  is  well 
established. 

As  for  the  Tennessee  Attorney  General's  use  of  the 
term  “referral",  I  think  he  was  contemplating  a  situa¬ 
tion  where  the  bank  officer  requires  the  loan  customer 
to  purchase  insurance  from  the  on-premises  insur¬ 
ance  agency  before  the  loan  is  approved  I  don't  think 
he  meant  to  bar  the  sale  of  the  bank's  list  of  customers 
for  whom  loans  had  already  been  approved  Such  a 
sale  would  presumably  take  place  after  approval  of 
the  loan,  and  there  would  accordingly  be  no  concern 
about  the  possibility  of  tying 

You  also  expressed  concern  about  my  letter  of  Sep- 


*  The  Tennessee  Attorney  General  did  not  address  the  constitution 

allty  of  this  statute  But  an  appellate  court  in  Florida  recently 
declared  unconstitutional  a  similar  statute  prohibiting  rebatmq  or 
dividing  commissions  with  another  Dade  Countv  Consumer  Advc 

cate's  Office  v  Department  of  Insurance.  No  AV  400  (Fla  Dist  Ct 
App  ,  filed  August  17  1984) 
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tember  15,  1978.  which  approved  a  proposal  for 
marketing  cancer  insurance  through  credit  cards  is¬ 
sued  by  a  national  bank  Under  the  proposal,  the  bank 
would  furnish  an  insurance  company  with  a  list  of 
active  cardholders,  and  a  third-party  mailing  firm 
would  mail  solicitations  directly  to  the  cardholders. 
The  bank  would  also  insert  in  its  own  monthly  state¬ 
ments  promotional  material  prepared  by  the  insurance 
company.  The  bank  would  receive  a  fee  of  15  percent 
of  each  monthly  premium  charged  to  the  credit  card 
for  as  long  as  the  cardholder  carries  the  insurance.  I 
expressed  the  view  that  15  percent  "seems  quite  high 
in  comparison  to  the  usual  merchant  discount  fee"  but 
did  not  object  to  it  because  competition  among  bank 
marketers  of  insurance  might  bring  the  fee  down.  You 
dislike  the  15  percent  fee  and  doubt  that  competition 
will  bring  about  a  reduction. 

Recently,  I  discussed  with  a  bank  representative  a 
similar  proposal  for  the  sale  of  accidental  death  insur¬ 
ance  It  was  pointed  out  that  the  monthly  premium  to 
be  charged  to  the  bank’s  credit  card  is  quite  small 
(about  $2),  especially  when  compared  to  the  average 
credit  card  transaction.  Since  the  bank’s  cost  of 
processing  and  posting  is  higher  for  these  small 
transactions  as  a  percentage  of  the  premium,  a  higher 
percentage  discount  would  not  seem  to  be  unreason¬ 
able  As  far  as  competition  is  concerned,  I  would  think 
that  competition  between  banks  might  cause  a  bank 
to  offer  an  insurance  company  a  better  deal  than  a  15 
percent  discount,  if  a  lower  rate  is  economically  justifi¬ 
able  in  light  of  the  costs  involved.  This,  in  turn,  might 
allow  the  insurance  company  to  offer  the  insurance  to 
the  insured  at  a  lower  price 

Ford  Barrett,  Assistant  Director 

Legislative  and  Regulatory  Analysis  Division 

*  *  * 

317 — November  23,  1984 

This  is  in  response  to  your  letter  of  March  16,  1984,  to 
Mr  Brian  W  Smith,  former  Chief  Counsel  of  this  Office, 
in  which  you  requested  a  review  of  the  OCC's  citation 
of  the  trust  department  of  the  ***  (Bank)  for  violation  of 
12  USC  92a(h)  Your  letter  was  recently  referred  to  me 
for  reply  I  apologize  for  the  Office's  delay  in  respond¬ 
ing  to  your  request 

Twelve  USC  92a(h)  prohibits  national  banks  from 
lending  trust  monies  to  insiders  That  section  provides 
that 

if  shall  be  unlawful  for  any  national  banking  asso¬ 
ciation  to  lend  any  officer,  director,  or  employee 
ar  /  funds  held  in  trust  under  the  powers  conferred 
by  this  section  Any  officer,  director,  or  employee 


making  such  a  loan,  or  to  whom  such  loan  is 
made,  may  be  fined  not  more  than  $5,000,  or 
imprisoned  not  more  than  five  years,  or  may  be 
both  fined  and  imprisoned,  in  the  discretion  of  the 
court. 

(12  USC  92a(h). 

Bank  was  cited  in  an  August  13,  1983  examination 
report  for  violating  this  provision  because  of  a  loan  to 
one  of  its  directors,  ***  of  money  from  a  bank-held  trust 
which  had  been  established  for  the  director’s  sole 
benefit. 

You  contend  that  Section  92a(h)’s  specific  prohibition 
is  not  intended  to  apply  to  the  present  case  where  the 
borrower  is  the  sole  beneficiary  of  the  trust.  In  support 
of  your  position  you  cite  the  Comptroller's  regulation 
regarding  national  bank  trust  powers  at  12  CFR 
9. 1 2(b)  which  you  interpret  as  creating  an  exception  to 
the  statutory  prohibition.  Section  9.12(b)  prohibits  the 
transfer  of  trust  property  to  bank  insiders,  by  loan  or 
otherwise,  except: 

(1)  Where  lawfully  authorized  by  the  instrument 
creating  the  relationship  or  by  a  court  order  or  by 
local  law.  .  .  . 

Since  the  subject  trust  agreement  expressly  autho¬ 
rizes  Bank,  as  a  co-trustee,  ‘‘to  lend  money  to  any 
person  or  persons  [it  deems]  advisable,”  it  is  your 
belief  that  the  current  situation  falls  within  Section 
9.12(b)’s  exception  and  that  12  USC  92a(h)  is,  there¬ 
fore,  inapplicable. 

Bank’s  loan  to  ***  is  not  excepted  from  the  prohibition 
found  in  Section  92a(h).  That  statute  does  not  confer 
upon  the  Comptroller  discretion  to  provide  by  regula¬ 
tion  exceptions  to  its  coverage.  Rather,  the  statute 
provides  for  strict  liability  and  carries  with  it  potential 
criminal  penalties  for  all  violators.  In  addition,  it  is  the 
view  of  this  Office  that  the  effect  of  the  statute  cannot 
be  modified  by  local  law,  court  order,  or  provisions  in 
the  governing  trust  instrument.  The  OCC’s  position  is 
summarized  in  Trust  Precedent  and  Opinion  9  3650, 
which  states  in  pertinent  part: 

It  should  be  noted  that  12  USC  92a(h)  makes  no 
exceptions  as  to  the  lending  of  trust  funds  to 
officers,  directors  or  employees  of  the  bank 
Therefore,  the  statute  would  prevail  over  any  in¬ 
strument  authority,  beneficiary  consent,  or  court 
order  purporting  to  authorize  the  transaction. 

The  effect  of  Section  92a(h)  is,  accordingly,  unaltered 
by  12  CFR  9  12(b)  That  latter  section  was  amended  in 
its  drafting  stages  to  prevent  the  provision  from  being 
interpreted  as  authorizing  loans  in  violation  of  12  USC 
92a(h)  Thus,  the  word  "lawfully"  was  inserted  in  the 
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provision  to  make  clear  that  the  regulation  permits  only 
the  type  of  self-dealing  transaction  to  which  the  statute 
would  not  apply,  i.e.,  the  transfer  of  property  in  a 
manner  not  constituting  a  loan.  Consequently,  where  a 
transaction  involves  a  loan  from  a  trust  to  a  bank 
insider,  Section  92a(h)  operates  as  an  absolute  bar. 

I  wish  to  point  out  that  this  Office  is  aware  of  the 
burden  resulting  from  the  application  of  this  statute  to 
national  banks.  In  some  instances,  the  outcome  may 
be  overly  harsh  and  may  impose  upon  national  banks 
a  stricter  standard  than  is  applied  to  state  institutions. 
Nevertheless,  until  such  time  as  Congress  either 
amends  or  repeals  Section  92a(h),  it  is  incumbent 
upon  the  OCC  to  enforce  the  statute  as  written. 
Therefore,  Bank  must  employ  one  of  several  available 
methods  of  correcting  its  violation,  including  requiring 
repayment  of  the  loan,  or  arranging  purchase  of  the 
loan  by  its  commercial  division  subject  to  the  limita¬ 
tions  of  12  USC  84  and  375b. 

I  trust  this  letter  is  responsive  to  your  inquiry. 

William  B.  Glidden 
Senior  Attorney 

Legal  Advisory  Services  Division 

*  *  * 

318 — November  26,  1984 

This  is  in  response  to  your  letter  of  August  24,  1984, 
regarding  the  application  of  the  Comptroller’s  real 
estate  regulation,  12  CFR  34,  to  state-chartered  com¬ 
mercial  banks  that  offer  “alternative  mortgage  transac¬ 
tions”  as  defined  under  Title  VIII  of  the  Garn-St  Ger¬ 
main  Act  (Title  VIII  or  Act).  Specifically,  you  ask 
whether: 

1 .  Title  VIII  allows  a  state-chartered  bank  to  utilize 
the  federal  preemption  of  certain  state  laws 
that  is  contained  in  Part  34. 

2.  The  preemption  of  state  law  for  state-chartered 
banks  extends  to  loan  programs  that  enjoy  the 
benefit  of  private  mortgage  insurance 

Your  client,  a  state-chartered  commercial  bank,  wish¬ 
es  to  offer  variable-rate  revolving  lines  of  credit  that 
are  to  be  secured  by  mortgages  on  the  borrowers’ 
owner-occupied  primary  or  vacation  houses.* 1  The 
account  will  call  for  interest-only  payments  from  the 


'  For  the  purposes  of  this  interpretation,  I  am  assuming  that  none  of 
the  proceeds  of  these  loans  will  be  used  in  such  a  way  as  to 
constitute  a  refinancing  of  an  existing  purchase-money  mortgage 
under  the  Comptroller's  adjustable-rate  mortgage  regulation,  12 
CFR  29  The  loans  that  you  contemplate  appear  to  be  second  lien 
transactions  outside  the  ambit  of  Part  29 


borrower  but  will  allow  prepayment  of  the  account 
balance  without  penalty.  You  note  that  state  law  re¬ 
quires  your  client  to  collect  at  least  1/240  of  the 
outstanding  principal  balance  with  each  monthly  in¬ 
stallment  payment,  in  effect  prohibiting  interest-only 
payments.  However,  you  argue  that  loans  offered  by 
the  bank  under  this  program  would  constitute  “alterna¬ 
tive  mortgage  transactions,”  as  defined  in  Section  803 
of  the  Act  (12  USC  3802), 2  and  that  the  bank  may, 
therefore,  employ  the  mechanism  provided  in  Section 
804  of  the  Act  (12  USC  3803)3  to  partake  of  the 
Comptroller's  regulations,  including  Part  34,  regarding 
alternative  mortgage  transactions.  Consequently,  you 
argue,  since  the  state  law  in  question  operates  as  a 
restriction  on  the  schedule  for  repayment  of  principal 
and  interest  on  loans  offered  by  banks  in  that  state,  it  is 
expressly  preempted  by  12  CFR  34. 24 


2  Section  803  provides. 

As  used  in  this  Title — 

(1)  the  term  “alternative  mortgage  transaction"  means  a  loan  or 
credit  sale  secured  by  an  interest  in  residential  real  property,  a 
dwelling,  all  stock  allocated  to  a  dwelling  unit  in  a  residential 
cooperative  housing  corporation,  or  a  residential  manufactured 
home  .  .  . 

(A)  in  which  the  interest  rate  or  finance  charge  may  be 
adjusted  or  renegotiated. 

(B)  involving  a  fixed-rate,  but  which  implicitly  permits  rate 
adjustments  by  having  the  debt  mature  at  the  end  of  an  interval 
shorter  than  the  term  of  the  amortization  schedule,  or 

(C)  involving  any  similar  type  of  rate,  method  of  determining 
return,  term,  repayment,  or  other  variation  not  common  to 
traditional  fixed-rate,  fixed-term  transactions,  including  without 
limitation,  transactions  that  involve  the  sharing  of  equity  or 
appreciation; 

described  and  defined  by  applicable  regulation 

3  Section  804  provides 

In  order  to  prevent  discrimination  against  State-chartered 
depository  institutions,  and  other  nonfederally  chartered  hous¬ 
ing  creditors,  with  respect  to  making,  purchasing,  and  enforc¬ 
ing  alternative  mortgage  transactions,  housing  creditors  may 
make,  purchase,  and  enforce  alternative  mortgage  transac¬ 
tions  except  that  this  section  shall  apply— 

(1)  with  respect  to  banks,  only  to  transactions  made  in 
accordance  with  regulations  governing  alternative  mortgage 
transactions  as  issued  by  the  Comptroller  of  the  Currency  for 
national  banks,  to  the  extent  that  such  regulations  are  autho¬ 
rized  by  rulemaking  authority  granted  to  the  Comptroller  of  the 
Currency  with  regard  to  national  banks  under  laws  other  than 
this  section 

The  Office  has  expressed  its  opinion  that  Part  34  is  applicable  to 
state-chartered  banks  through  Title  VIII  See  Interpretive  Letter  of 
September  27,  1984  (unpublished),  see  also  preamble  to  Part  34 
48  Fed  Reg  40700  (Sept  9,  1983) 

4  Section  34  2  provides 

National  banks  may  proceed  under  12  USC  371  and  34  1 
without  regard  to  state  law  limitations  as  to 

( 1 )  The  amount  of  a  loan  in  relation  to  the  appraised  value  of 
the  real  estate, 

(2)  The  schedule  for  the  repayment  of  principal  and  interest 

(3)  The  term  to  maturity  of  the  loan, 

(4)  The  aggregate  amount  of  funds  which  may  be  loaned 
upon  the  security  of  real  estate,  and 
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At  the  outset  it  must  be  determined  whether  Part  34 
preempts  the  state  law  in  question  for  national  banks. 
Under  your  client  s  program,  the  borrower  is  obligated 
to  repay  interest  only,  according  to  a  negotiated 
scheaule,  principal  repayment  is  not  similarly  sched¬ 
uled  The  state  law  in  question  restricts  this  arrange¬ 
ment  by  requiring  that  its  own  minimum  principal 
reduction  schedule  be  incorporated  into  the  program. 
In  my  opinion,  the  law  operates  as  a  limitation  on 
interest  and  principal  repayment  schedules  that  may 
be  offered  by  lenders  in  the  state,  and,  as  such,  falls 
squarely  within  the  realm  preempted  for  national 
banks  by  12  CFR  34  2(a)(2). 

It  next  must  be  determined  whether  a  state-chartered 
bank  may  use  the  mechanism  in  Title  VIII  to  partake  of 
the  same  preemption.  Bear  in  mind  that  Congress' 
overriding  concern  in  enacting  Title  VIII  was  to  estab¬ 
lish  parity  for  federal-  and  state-chartered  lenders  to 
the  extent  that  each  may  offer  alternative  mortgage 
transactions.  Persuasive  evidence  of  this  is  found  in 
the  statement  of  findings  and  purpose  in  the  Act: 

It  is  the  purpose  of  this  chapter  to  eliminate  the 
discriminatory  impact  that  [federal  regulations  au¬ 
thorizing  ARMs]  have  upon  nonfederally  char¬ 
tered  housing  creditors  and  provide  them  with 
parity  with  federally  chartered  institutions  by  au¬ 
thorizing  all  housing  creditors  to  make,  purchase, 
and  enforce  alternative  mortgage  transactions  so 
long  as  the  transactions  are  in  conformity  with  the 
regulations  issued  by  the  Federal  agencies. 
(Section  802(b)(1 2  USC  3801(b)) 

Similar  language  is  found  in  a  Senate  Banking  Com¬ 
mittee  report  on  a  predecessor  bill: 

The  “Findings  and  Purpose''  section  declares 
Congress'  concern  over  the  inability  of  housing 
creditors  to  continue  to  provide  traditional  fixed- 
term,  fixed-rate  credit  secured  by  residential 
property  Recognizing  that  the  Federal  regulatory 
agencies  have  issued  regulations  authorizing  fed¬ 
erally  chartered  depository  institutions  to  provide 
alternative  mortgage  financing  and  that  such  fi¬ 
nancing  is  essential  to  the  maintenance  of  an 
adequate  supply  of  housing  credit  for  the  Nation, 
the  Congress  finds  it  necessary  to  eliminate  dis¬ 
crimination  against  non-federally  chartered  hous¬ 
ing  creditors  by  authorizing  such  creditors  to 
make,  purchase  and  enforce  alternative  mortgage 


,cji  The  co  -enants  and  restrictions  which  must  be  contained 
r,  a  lease  to  qua:  fy  the  easehoid  as  acceptable  security  for  a 

m posed  on  paragraphs  (a)(1)  through  (5)  of  this 
sec* or  d  rec*  '/  or  indirectly  by  law  or  |  u  d  i  c  i  a  I  decisions  of  any 

are  t  oreby  e/pressly  preempted 


transactions  so  long  as  they  are  undertaken  in 
accordance  with  the  Federal  regulations. 

(S  Rep.  No.  97-463,  97th  Cong.,  2d  Sess.  54 
(1982). 

To  constitute  an  alternative  mortgage  transaction,  as 
defined  in  Section  803  (12  USC  3802),  a  loan  program 
must  fulfill  three  requirements:  (1)  it  must  be  a  loan  or 
credit  sale  secured  by  an  interest  in  residential  real 
property  (including  housing  cooperatives  and  manu¬ 
factured  homes);  (2)  it  must  have  one  of  the  character¬ 
istics  set  forth  in  Section  803(1  )(A)-(C):  and  (3)  it  must 
be  described  and  defined  by  the  applicable  federal 
regulation,  in  this  instance,  by  Part  34. 

The  loan  program  that  you  describe  clearly  satisfies 
the  first  two  requirements  of  Section  803.  First,  each 
loan  is  secured  by  an  interest  in  residential  real 
property,  i.e.,  by  the  borrower’s  principal  or  vacation 
dwelling.  Second,  the  program  provides  for  an  adjust¬ 
able  rate  of  interest  and,  therefore,  satisfies  Section 
803(1  )(A)  and,  arguably,  Section  803(1  )(C). 

It  remains  to  be  determined  whether  the  program  is 
“described  and  defined”  by  Part  34.  Although  I  am 
unaware  of  any  legislative  history  that  sheds  light  on 
this  phrase,  by  virtue  of  the  overriding  concern  for 
parity  between  state  and  federal  lenders  I  am  con¬ 
vinced  that  it  should  be  read  broadly  to  enable  state 
lender  to  adopt  applicable  federal  regulations. 

Part  34  expressly  preempts  “loans  or  extensions  of 
credit  secured  by  liens  on  interests  in  real  estate  ”  12 
CFR  34.1.  Accordingly,  in  my  view,  real  estate-se¬ 
cured,  variable-rate  lines  of  credit  satisfy  the  three 
requirements  in  Section  803  of  the  Act,  and  state- 
chartered  banks  that  offer  such  programs  may,  under 
Section  804,  partake  of  the  same  preemption  afforded 
by  Part  34  to  national  banks  offering  such  programs. 

Turning  to  your  second  question,  it  is  my  opinion  that 
the  preemption  in  Part  34  still  would  be  available  to  a 
state-chartered  bank  that  offers  the  above-mentioned 
loan  program  even  when  the  bank  relies  substantially 
upon  private  mortgage  insurance  You  note  correctly 
that,  although  such  loans  are  not  considered  to  be  real 
estate  loans  for  purposes  of  12  USC  371  and  Part  34, 
see  12  CFR  34.3,  the  distinction  between  “real  estate” 
and  “non-real  estate”  loans  is  an  historical  one  that 
lost  its  immediate  significance  when  Section  371  was 
amended  in  1982.  See  Garn-St  Germain  Depository 
Institutions  Act  of  1982,  Section  403. 

As  you  know,  prior  to  that  amendment  Section  371 
imposed  restrictions  on  real  estate  lending  by  national 
banks,  including  loan-to-value  ratios,  amortization  re¬ 
quirements,  maturity  requirements,  aggregate  limits. 


and  restrictions  on  leaseholds.  The  statute  exempted 
from  its  coverage  those  loans  secured  in  part  by  third- 
party  guaranty  or  obligation  to  the  extent  of  such 
guaranty  or  obligation.  Under  its  general  interpretive 
authority,  the  Office  freed  certain  other  loans  from  the 
statutory  restrictions,  considering  them  to  be  "non-real 
estate"  loans  for  the  purposes  of  Section  371.  See  12 
CFR  7.2000-7.2700  (1983  ed.).  Included  in  this  latter 
category  were  loans  made  with  substantial  reliance 
upon  private  company  mortgage  insurance.  12  CFR 
7.2145(c)  (1983  ed.)  ’ 

The  most  recent  amendment  to  Section  371  removed 
all  restrictions  previously  imposed.  The  new  statute  is 
a  broadly  worded,  express  grant  of  power  for  national 
banks  to  make,  arrange,  purchase,  or  sell  loans  se¬ 
cured  by  real  estate,  subject  only  to  regulations  issued 
by  this  Office.  Part  34,  issued  in  response  to  that 
amendment,  retained  the  distinction  between  real 
estate  and  non-real  estate  loans. 

I  suggest  three  reasons  why  the  Office  took  this 
particular  approach.  First,  there  was  a  desire  to  con¬ 
tinue  to  recognize  that  loans  secured  in  part  by  federal 
or  private  guarantee,  as  well  as  a  limited  variety  of 
other  loans,  while  generically  qualifying  as  real  estate 
loans,  are  inherently  safer  than  ordinary  real  estate 
loans  since  they  present  less  direct  risk  to  the  lending 
institution.  Second,  Section  34.3  and  footnote  1  reiter¬ 
ate  the  Office's  position  that  the  authority  of  a  national 
bank  to  make  the  loans  enumerated  in  Section  34.3 
derives  from  12  USC  24(7),  the  general  banking 
powers  statute,  rather  than  from  Section  371.  Third, 


anticipating  the  possibility  of  future  amendments  to 
Section  371  relating  to  real  estate  loans,  the  Office  saw 
an  administrative  advantage  in  keeping  the  enumerat¬ 
ed  loans  in  a  separate  category 

In  retaining  the  distinction  between  real  estate  loans 
and  non-real  estate  loans,  the  Office  clearly  did  not 
intend  that  the  preemption  contained  in  Part  34  be  lost 
for  the  programs  listed  in  Section  34  3  Indeed,  foot¬ 
note  1  is  intended  to  ensure  that  state  law  restrictions 
expressly  preempted  by  Section  34.1  also  do  not 
apply  to  national  bank  programs  of  that  sort. 

With  particular  regard  to  your  client's  proposed  pro¬ 
gram,  I  find  that  the  definition  of  "alternative  mortgage 
transaction"  will  be  satisfied  in  that  each  loan  is 
secured  by  an  interest  in  residential  real  property  and 
exhibits  features  outlined  in  Sections  803(1  )(A)  and 
(C)  of  the  Act.  Further,  the  loans  involved  are  "de¬ 
scribed  and  defined"  in  Section  34.3  as  non-real 
estate  loans  for  the  purposes  of  Section  371  There¬ 
fore,  in  my  opinion,  your  client  may  offer  the  loan 
program  in  question  without  regard  to  the  state  law 
restrictions  identified  in  your  letter.  I  trust  that  this  is 
responsive  to  your  inquiry.  If  you  have  further  ques¬ 
tions,  you  may  contact  Andrew  F.  Campbell,  Attorney. 
Legal  Advisory  Services  Division,  at  (202)  447-1880. 

Jonathan  L.  Levin 
Senior  Attorney 

Legal  Advisory  Services  Division 

*  *  * 
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Mergers — October  1  to  December  31,  1984 


I.  Mergers  consummated  involving  two  or  more  operating  banks 


Page 

July  26,  1984  * 

First  Security  Bank  of  Utah,  N.A  ,  Ogden,  Utah 
Five  Branches  of  First  Security  State  Bank,  Salt  Lake  City 
Utah 

Purchase .  133 

October  1 ,  1984 

The  First  Jersey  National  Bank/South,  Atlantic  City,  N.J. 

First  National  Bank  and  Trust  Company  of  Beverly, 


Edgewater  Township,  N.J 

Merger .  133 

October  1 ,  1984 

First  National  Bank  of  Florida,  Tampa,  Fla, 

First  National  Bank  of  Brevard,  Merritt  Island,  Fla 

Merger .  134 

October  1,  1984 

First  National  Bank  of  Luverne.  Luverne,  Minn 
First  Bank  (N.A  )  -  Pipestone,  Pipestone,  Minn 

Consolidation .  135 

October  1 ,  1984 

First  Savings  Company  of  Sidney,  Sidney,  Neb 
First  National  Bank  of  Sidney,  Sidney,  Neb. 

Merger .  136 

October  1 ,  1984 

New  Jersey  National  Bank,  Trenton,  N.J 

Citizens  United  Bank,  National  Association,  Vineland,  N  J 

Merger .  136 


October  1 ,  1984 

Norwest  Bank  Sioux  Falls,  N  A  ,  Sioux  Falls,  S  Dak 
Norwest  Bank  Aberdeen,  N  A.,  Aberdeen,  S  Dak 
Norwest  Bank  Black  Hills,  N.A  ,  Rapid  City,  S  Dak. 
Norwest  Bank  Watertown,  N.A  ,  Watertown,  S.  Dak. 


Consolidation .  138 

October  6,  1984 

Maumee  Valley  National  Bank,  Defiance,  Ohio 

Two  Branches  of  BancOhio  National  Bank,  Columbus,  Ohio 

Purchase .  138 

October  10,  1984 

Bank  of  the  Southwest  National  Association,  Houston,  Tex 
Capital  Bank,  National  Association,  Houston,  Tex. 

Consolidation .  139 

October  19,  1984 

NCNB  National  Bank  of  Florida,  Tampa,  Fla 
NCNB  National  Bank  of  Florida,  Avon  Park,  Fla 

Merger  .  140 

October  20,  1984: 

Dominion  Bank,  National  Association,  Roanoke,  Va 
Dominion  Bank  of  Bristol,  National  Association,  Bristol,  Va. 

Consolidation .  140 

October  23,  1984 

The  First  National  Bank  of  Valentine,  Valentine,  Neb 
Farmers  State  Bank,  Kilgore,  Neb 

Purchase .  140 

October  25,  1984 

The  First  National  Bank  of  Gaylord,  Gaylord,  Kans 
Farmers  National  Bank  of  Gaylord,  Gaylord,  Kans 

Purchase .  141 

October  26,  1984: 


Community  National  Bank  of  Northwestern  Pennsylvania, 
Albion,  Pa 

One  Branch  of  The  National  Bank  of  North  East,  North  East 
Pa 

Purchase .  143 

October  27,  1984 

SouthTrust  Bank  of  Alabama,  National  Association,  Birming¬ 
ham,  Ala 

First  Bank  of  Alabama,  Alabaster,  Ala 

Merger  .  144 
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October  29,  1984 

Bank  of  Boston-Western  Massachusetts  N  A  Springfield 
Mass 

Bank  of  Boston-Berkshire,  National  Association  Pittsfield 


Mass 

Merger .  144 

October  31 ,  1984 

First  National  Bank  of  Warsaw,  Warsaw.  Ind 
Pierceton  State  Bank,  Pierceton,  Ind 

Merger .  144 

October  31 ,  1984 

The  Huntington  National  Bank,  Columbus,  Ohio 


The  Huntington  National  Bank  of  Northeast  Ohio,  Cleveland. 
Ohio 

The  Huntington  National  Bank  of  Port  Clinton,  Port  Clinton. 


Ohio 

Merger .  145 

November  1 ,  1984 

First  National  State  Bank,  Newark,  N  J 

Fidelity  Union  Bank/First  National  State  Newark,  N.J. 

Merger .  146 

November  1 ,  1984 

Society  Bank,  National  Association,  Springfield,  Ohio 
The  Waynesville  National  Bank,  Waynesviile  Ohio 

Merger .  146 

November  2,  1984 

National  City  Bank  of  Marion,  Marion,  Ohio 
First  National  Bank  of  Gallon,  Gallon.  Ohio 

Merger .  146 

November  9,  1984 

First  Buckeye  Bank.  National  Association,  Mansfield.  Ohio 
Five  Branches  of  BancOhio  National  Bank,  Columbus.  Ohio 

Purchase . 147 

November  9,  1984 

National  City  Bank,  Akron,  Akron,  Ohio 

22  Branches  of  BancOhio  National  Bank,  Columbus.  Ohio 

Purchase  .  148 

November  10,  1984 

Society  National  Bank,  Cleveland,  Ohio 

16  Branches  of  BancOhio  National  Bank,  Columbus,  Ohio 

Purchase .  148 

November  13,  1984 

National  Westminster  Bank  USA,  New  York.  N  Y 

Two  Branches  of  Bankers  Trust  Company,  New  York,  N  Y 

Purchase .  149 

November  19,  1984 

The  First  National  Bank  in  Madill,  Madill,  Okla 
Texoma  Bank,  Kingston,  Okla 

Purchase .  150 

November  26  1984 

The  First  Jersey  National  Bank,  Jersey  City,  N  J 
Livingston  National  Bank,  Livingston.  N  J 

Merger .  151 

November  30,  1984 

Dayton  Bank  &  Trust  Company,  Dayton.  Tenn 

First  National  Bank  and  Trust  Company,  Rockwood,  Tenn 

Purchase .  152 


November  30,  1984 

First  Fidelity  Bank,  N  A  ,  New  Jersey.  Newark  N.J 
Nine  Branches  of  First  Fidelity  Bank,  N  A  South  Jersey 
Burlington,  N  J 
Purchase 

November  30,  1984 


First  Fidelity  Bank,  N  A  South  Jersey  Burlington,  N  J 
Thirteen  Branches  of  First  Fidelity  Bank  National  Assona 
tion,  Newark,  N  J 

Purchase  153 
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November  30  1984 
National  City  Bank  Cleveland  Ohio 
32  Branches  of  BancOnio  National  Bank  Columbus,  Ohio 


December  1  1984 

The  Citizens  and  Southern  National  Bank  Savannah  Ga 
First  National  Bank  of  Douglasville  Douglasville,  Ga 
Merger 

December  1  1984 


Deposit  Guaranty  National  Bank,  Jackson,  Miss 
The  Merchants  &  Farmers  Bank,  Meridian,  Miss 
Merger 

December  1  1984 

Key  Bank  of  Southeastern  New  York  National  Association, 
Chester  N  Y 

The  Columbus  Trust  Company,  Newburgh,  N  Y 
Merger 

December  1,  1984 

The  South  Carolina  National  Bank,  Charleston,  S  C 
First  National  Bank  of  South  Carolina,  Columbia,  S  C 
Merger 

December  1 ,  1984 

Sun  Bank/Southwest  National  Association,  Cape  Coral,  Fla 
Flagship  Bank  of  Fort  Myers,  North  Fort  Myers.  Fla 
Merger 

December  1.  1984 

Sun  Bank/Tallahassee.  National  Association,  Tallahassee. 
Fla 

North  Florida  National  Bank,  Tallahassee,  Fla 
Merger 

December  1 ,  1984 

Sun  First  National  Bank  of  Polk  County,  Lake  Wales,  Fla 
Flagship  State  Bank  of  Polk  County,  Fort  Meade  Fla 
Merger 

December  3,  1984 

The  First  Jersey  National  Bank/Central,  Perth  Amboy,  N  J 
First  County  Bank  of  New  Jersey,  North  Brunswick,  N  J 
Merger 

December  3,  1984 

SouthTrust  Bank  of  Calhoun  County,  National  Association, 
Anniston,  Ala 

Peoples  Bank  of  Anniston,  Anniston,  Ala 
Merger 

December  6,  1984 

BankWest,  National  Association  Pierre,  S  Dak 
First  National  Bank  of  Selby,  Selby,  S  Dak 
Purchase 

December  7.  1984 

Farmers  State  Bank  of  Holyoke,  Holyoke,  Colo 
Security  National  Bank,  Holyoke,  Colo 
Purchase 

December  8,  1984 

The  First  United  National  Bank,  Fryburg  Pa 
One  Branch  of  The  First  National  Bank  of  Pennsylvania, 
Meadville,  Pa 
Purchase 

December  10  1984 

The  First  National  Bank  of  Crookston,  Crookston.  Minn 
First  American  Bank  of  Crookston,  Crookston,  Minn 
State  Bank  of  Shelly  Shelly.  Minn 
Merger 
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162 

162 

163 

164 

165 


December  1 1 ,  1984 

University  Bank  of  Wichita,  Wichita  Kans 
Charter  Bank,  National  Association,  Wichita  Kans 
Purchase 

December  14,  1984 

Barnett  Bank  of  South  Florida,  National  Association,  Miami, 
Fla 

Great  American  Bank  of  Dade  County,  Miami.  Fla 
Consolidation 
December  15,  1984 
Florida  National  Bank,  Jacksonville.  Fla 
Lighthouse  National  Bank,  Jupiter,  Fla 
Merger 

December  15,  1984 

The  Merchants  National  Bank  of  Allentown,  Allentown,  Pa 

Tri-County  Bank,  Bowmanstown,  Pa 

Merger 

December  21 ,  1984 

First  National  Bank  of  Akron,  Akron,  Ohio 

The  Twmsburg  Banking  Company,  Twinsburg.  Ohio 

Merger  . 

December  22,  1984 

First  Security  Bank  of  Sandwich,  Sandwich,  III. 

First  National  Bank  of  Sandwich,  Sandwich,  III. 

Purchase 

December  27,  1984 
Bank  of  Nitro,  Nitro.  W  Va 
Bank  of  Nitro.  National  Association,  Nitro,  W  Va 
Merger 

December  31 ,  1984 

Barnett  Bank  of  Jacksonville,  National  Association,  Jackson¬ 
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167 


167 


168 


169 


170 


ville,  Fla 

Barnett  Bank  of  St  Johns  County,  St  Augustine,  Fla 
Consolidation 
December  31  1984 

Centerre  Bank  of  North  Kansas  City,  N  A  ,  North  Kansas 
City  Mo 

Centerre  Bank  of  Liberty,  N  A  ,  Liberty,  Mo 

Merger  . 

December  31 ,  1984 

The  Commercial  National  Bank  of  Tiffin,  Tiffin,  Ohio 

The  Commercial  Bank  &  Savings  Company,  Fostoria,  Ohio 

Merger 

December  31 ,  1984 

First  National  Bank  of  Akron,  Akron,  Ohio 
Exchange  Bank  Company,  Canal  Fulton,  Ohio 

Merger . 

December  31 ,  1984 

First  National  Bank  in  Elberton,  Elberton,  Ga 
The  American  Bank,  Bowman,  Ga 


Merger . 

December  31 ,  1984 

The  First  National  Bank  of  Maryland,  Baltimore,  Md 

Frostburg  National  Bank,  Frostburg,  Md 

Merger 

December  31 ,  1984 

MBank  Alamo,  National  Association.  San  Antonio,  Tex 
San  Antonio  Bank  &  Trust  Company,  San  Antonio,  Tex 
Merger 

December  31  1984 

NCNB  National  Bank  of  Tampa,  Tampa,  Fla 
NCNB  National  Bank  of  Florida,  Jacksonville,  Fla 
Merger 
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II.  Mergers  consummated  involving  a  single  operating  bank. 
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July  12,  1984  * 

Huntington  National  Bank,  Huntington  Beach,  Calif 
Interim  Huntington  National  Bank,  Huntington  Beach,  Calif 

Merger .  177 

September  12,  1984:* 

Ventura  County  National  Bank,  Oxnard,  Calif 
Ventura  County  Interim  National  Bank,  Oxnard,  Calif, 

Merger .  178 

September  13,  1984  * 

Valley  National  Bank  of  Oregon,  Forest  Grove,  Oreg 
Interim  Valley  National  Bank  of  Oregon,  Forest  Grove,  Oreg 

Merger .  178 

September  25,  1984:* 

Los  Alamos  National  Bank,  Los  Alamos,  N  M 
The  National  Bank  of  Los  Alamos,  Los  Alamos,  N  M 

Merger .  178 

September  30,  1984.' 

First  and  Peoples  National  Bank,  Gallatin,  Tenn. 

FPB  Interim  National  Bank,  Gallatin,  Tenn 

Merger .  178 

October  1 ,  1984 

The  Citizens  National  Bank  of  Bowling  Green,  Bowling 
Green,  Ky 

Kentucky  Southern  National  Bank,  Bowling  Green,  Ky 

Merger .  179 

October  1 ,  1984 

The  First  National  Bank  and  Trust  Company  of  Kearny, 
Kearny,  N  J 

Second  National  Bank  of  Kearny,  Kearny,  N  J 

Merger .  179 

October  1 ,  1984 

The  Old  Point  National  Bank  of  Phoebus,  Hampton,  Va 
Old  Point  Bank,  National  Association,  Hampton,  Va 

Merger .  179 

October  1 ,  1984 

The  Quakertown  National  Bank,  Quakertown,  Pa 
Quakertown  Interim  National  Bank,  Quakertown,  Pa 

Merger .  179 

October  5,  1984: 

The  National  Bank  of  Greenwood,  Greenwood,  Ind 
Greenwood  Interim  National  Bank,  Greenwood,  Ind 

Merger .  180 

October  8,  1984 

The  National  Bank  of  Logan,  Logan,  W  Va 
Interim  National  Bank  of  Logan,  Logan,  W  Va 

Consolidation .  180 

October  12,  1984 

First  National  Bank  of  LaFollette,  LaFollette,  Tenn 
LaFollette  Interim  Bank,  National  Association,  LaFollette, 

Tenn, 

Merger .  180 

October  15,  1984 

The  Merchants  National  Bank  of  Shenandoah,  Shenandoah, 


Pa 

M  S  National  Bank,  Shenandoah,  Pa 

Merger  .  180 

October  30,  1984 

The  First  National  Bank  of  Manchester,  Manchester,  Tenn 
First  National  Interim  Bank,  Manchester  Tenn 

Merger .  181 

October  31 ,  1984: 


Amoskeag  National  Bank  &  Trust  Company,  Manchester, 

N.H. 

New  Amoskeag  National  Bank,  Manchester,  N  H 

Merger .  181 

October  31 ,  1984 

The  First  National  Bank  of  Findlay,  Findlay,  Ohio 
FTB  Eighth  National  Bank,  Findlay,  Ohio 

Merger .  181 

October  31 ,  1984 

National  Bank  of  Monticello,  Monticello,  III 
Monticello  National  Bank,  Monticello,  III 

Merger .  181 
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October  31 ,  1984 

The  Oneida  Valley  National  Bank,  Oneida,  N  Y 
The  New  Oneida  Valley  National  Bank,  Oneida  N  Y 

Merger .  182 

October  31,  1984 

The  United  National  Bank  &  Trust  Company  Canton  Ohio 
UNB,  National  Association,  Canton.  Ohio 

Merger .  182 

November  1 ,  1984 

First  and  Ocean  National  Bank  of  Newburyport.  Newbury- 
port,  Mass 

First  and  Ocean  Bank,  N  A  ,  Newburyport,  Mass 

Merger .  182 

November  20,  1984 

American  National  Bank  of  Brunswick,  Brunswick,  Ga 
American  National  Interim  Bank,  Brunswick,  Ga 

Merger .  182 

November  30,  1984 

Citizens  National  Bank  of  Southington,  Plantsville,  Conn 
NBI  National  Bank,  Plantsville,  Conn 

Merger .  1 83 

December  1 ,  1984 

The  First  National  Bank  in  Sylacauga,  Sylacauga  Ala 
First  Sylacauga  Interim  Bank,  National  Association,  Syla¬ 


cauga,  Ala 

Merger .  1 83 

December  15,  1984: 

The  Carlinville  National  Bank,  Carlinville,  III 
C.N.B  Bank,  Carlinville,  III 

Merger .  183 

December  1 7,  1984 

Cherry  River  National  Bank,  Richwood  W  Va 
CR  National  Bank,  Inc.  (Interim),  Richwood,  W  Va 

Merger .  1 83 

December  20,  1984: 


The  American  National  Bank  of  Beaver  Dam,  Beaver  Dam 


Wis 

ANBB  National  Bank,  Beaver  Dam,  Wis 

Merger .  184 

December  21 ,  1984 

Morganfield  National  Bank,  Morganfield,  Ky 
MN  National  Bank,  Morganfield,  Ky 

Merger .  184 

December  21 ,  1984 

The  Third  National  Bank  of  Ashland,  Ashland,  Ky 
TNB,  National  Association,  Ashland,  Ky 

Consolidation  .  184 

December  21 ,  1984 
United  National  Bank,  Convoy.  Ohio 
Metro  United  National  Bank,  Convoy,  Ohio 
Consolidation  184 

December  26,  1984 

First  National  Bank  of  Russellville,  Russellville  Ark 
Interim  First  National  Bank  of  Russellville,  Russellville,  Ark 

Consolidation .  185 

December  28,  1984 

First  National  Bank  of  Effingham,  Effingham,  III 
Second  National  Bank  of  Effingham,  Effingham,  III 

Merger .  185 

December  31 ,  1984 

First  National  Bank  of  Carthage,  Carthage  III 
CNB  Bank,  National  Association,  Carthage.  Ill 

Merger .  185 

December  31 ,  1984 

First  National  Bank  of  Fenton  Fenton  Mich 
First  National  Interim  Bank  of  Fenton,  Fenton,  Mich 
Consolidation  1 85 

December  31 ,  1984 

First  National  Bank  of  Newton  County  Covington  Ga 
Interim  National  Bank  of  Newton  County.  Covington  Ga 
Merger .  186 
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December  31  1984 

First  Natonai  Bank  of  Shelby vilie  Sheibyville  Tenn 
First  Sheibyville  Interim  National  Bank  Sheibyville,  Tenn 
Merger  186 

December  31  1984 

First  National  Bank  in  Wellington  Wellington,  Kans 

First  Interim  National  Bank  Wellington,  Kans 

Consolidation  186 


*  Notices  of  these  transactions  were  received  after  the  Quarterly 
Journal,  Volume  3,  Number  3  had  gone  to  press 


December  31 ,  1984 

The  First  National  Bank  and  Trust  Company  of  Wheeling 
Wheeling,  W  Va 

First  National  Interim  Bank,  Wheeling  W  Va 
Merger 

December  31 ,  1984 

The  National  Bank  of  Monmouth,  Monmouth,  III 
Monmouth  City  National  Bank,  Monmouth  III 
Merger 
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/.  Mergers  consummated  involving  two  or  more  operating  banks. 


FIRST  SECURITY  BANK  OF  UTAH,  N.A., 

Ogden,  Utah,  and  Five  Branches  of  First  Security  State  Bank,  Salt  Lake  City,  Utah 


Names  of  banks  and  type  of  transaction 

Banking  offices 

Total  assets" 

in 

To  be 

operation 

operated 

Five  Branches  of  First  Security  State  Bank,  Salt  Lake  City,  Utah,  with 

$  27,844,000 

5 

were  purchased  July  26,  1984,  by  First  Security  Bank  of  Utah,  N.A.,  Ogden,  Utah  (2597),  which 
had . 

2,494,927,000 

89 

After  the  purchase  was  effected,  the  receiving  bank  had . 

94 

This  transaction  was  processed  under  new  proce-  A  copy  of  the  Summary  of  Report  by  Attorney  General 
dures  the  OCC  has  implemented  for  corporate  reorga-  was  not  available  at  press  time, 
nization  transactions.  No  decision  was  issued. 


*  Asset  figures  are  from  the  September  30,  1984,  report  of  condition 
for  the  entire  bank.  Information  as  of  date  of  consummation  was  not 
available  at  press  time 


*  *  * 


THE  FIRST  JERSEY  NATIONAL  BANK/SOUTH, 

Atlantic  City,  N.J.,  and  First  National  Bank  and  Trust  Company  of  Beverly,  Edgewater  Township,  N.J. 


Names  of  banks  and  type  of  transaction 

Banking  offices 

Total  assets' 

In 

To  be 

operation 

operated 

First  National  Bank  and  Trust  Company  of  Beverly,  Edgewater  Township,  N.J.  (8704),  with 

$  82,469,000 

5 

and  The  First  Jersey  National  Bank/South,  Atlantic  City,  N.J.  (16397),  which  had . 

751,779,000 

39 

merged  October  1,  1984,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 
had . 

44 

COMPTROLLER'S  DECISION 

On  June  26,  1984,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency  for  prior  authoriza¬ 
tion  to  merge  First  National  Bank  and  Trust  Company 
of  Beverly,  Edgewater  Township,  N.J.  (FNBTC),  into 
The  First  Jersey  National  Bank/South,  Atlantic  City, 
N.J.  (First  Jersey).  This  application  is  based  on  an 
agreement  finalized  between  the  proponents  on  April 
25,  1984 

As  of  March  31,  1984,  First  Jersey  had  total  deposits 
of  $618  million  and  operated  39  offices  in  six  counties 
in  New  Jersey.  (The  deposit  and  branch  totals  include 
The  First  Jersey  National  Bank/Delaware  Valley,  Tur- 
nersville,  N.J.,  which  was  merged  into  First  Jersey 
effective  April  30,  1 984.)  First  Jersey  is  a  wholly  owned 
subsidiary  of  First  Jersey  National  Corporation,  a 

*  Asset  figures  are  from  the  September  30,  1984  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


multibank  holding  company  with  71  offices  in  12  New 
Jersey  counties. 

As  of  the  same  date,  FNBTC,  an  independent  bank, 
had  total  deposits  of  $70  million  and  operated  five 
offices  in  western  Burlington  County. 

The  relevant  geographic  market  for  this  proposal  is 
western  Burlington  County.  All  of  FNBTC's  offices  are 
in  this  market  and  First  Jersey  operates  two  offices  in 
this  market.  This  Office  has  previously  determined  that 
thrift  institutions  are  substantial  competitors  of  com¬ 
mercial  banks  in  the  State  of  New  Jersey  Within  the 
relevant  market,  there  are  12  commercial  banks  hold¬ 
ing  total  deposits  of  $423  million  and  12  thrifts  holding 
total  deposits  of  $407  million  FNBTC  and  First  rank 
fourth  and  ninth,  respectively  Upon  consummation, 
First  Jersey  would  become  the  second  largest  finan¬ 
cial  institution  with  13  percent  of  local  market  deposits 
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The  market  is  not  highly  concentrated  and  competition 
is  intense,  including  subsidiary  banks  of  the  state's 
four  largest  commercial  banking  organizations.  In  light 
of  the  above  data,  consummation  of  the  proposed 
merger  would  not  have  a  significantly  adverse  effect 
on  competition  in  the  relevant  geographic  market. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served  ."  We  find  the  financial  and  managerial 
resources  of  First  Jersey  to  be  satisfactory.  FNBTC  s 
present  condition  is  not  strong,  evidenced  by  large 
loan  loss  provisions  and  low  earnings.  The  future 
prospects  of  the  resulting  bank  are  considered  favor¬ 
able  due  to  its  broad  asset  base  and  management 
depth 


A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act  and  find  that  it  does  not  significantly 
lessen  competition  in  the  relevant  market.  Other  fac¬ 
tors  considered  in  evaluating  this  proposal  are  satis¬ 
factory.  Accordingly,  the  application  is  approved. 
August  31 ,  1984 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


*  *  * 


FIRST  NATIONAL  BANK  OF  FLORIDA, 

Tampa,  Fla.,  and  First  National  Bank  of  Brevard,  Merritt  Island,  Fla. _ _ 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets'  /n  To  be 

operation  operated 


First  National  Bank  of  Brevard,  Merritt  Island,  Fla.  (15103),  with . 

and  First  National  Bank  of  Florida,  Tampa,  Fla.  (3497),  which  had . . 

merqed  October  1 ,  1 984,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 

had  . 


$  72,151,000  5 

1,950,273,000  46 


51 


COMPTROLLER'S  DECISION 

On  May  14,  1984,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency  for  prior  authoriza¬ 
tion  to  merge  First  National  Bank  of  Brevard,  Merritt 
Island,  Fla  (FNB  Brevard),  into  First  National  Bank  of 
Florida,  Tampa,  Fla  (FNB  Tampa).  The  application  is 
based  on  an  agreement  finalized  between  the  propo¬ 
nents  on  February  21,  1984 

As  of  March  31 ,  1984,  FNB  Tampa  had  total  deposits 
of  $1  6  billion  and  operated  46  offices  in  eight  counties 
in  central  Florida  FNB  Tampa  is  the  flagship  of  First 
Florida  Banks  Inc  (First  Florida),  a  registered  bank 
holding  company  with  1 1  subsidiary  banks  and  83 
offices  m  16  counties  throughout  Florida  First  Florida 

*  A  ■,>*•* 1  gur<3s  are  from  the  September  30  1984  report  of  condition 
rC/f  .)*  rjf  r, i  of  consummation  was  not  available  at  press 


is  the  state's  seventh  largest  commercial  banking 
organization  with  total  deposits  of  $2.3  billion  as  of 
March  31,  1984 

As  of  the  same  date,  FNB  Brevard  had  total  deposits 
of  $65  million  and  operated  five  offices  in  northern 
Brevard  County. 

The  proponents  do  not  compete  directly  in  the  rele¬ 
vant  geographic  market  and  therefore  consummation 
of  the  proposal  will  not  have  a  significant  effect  on 
competition  in  the  relevant  market  The  relevant  geo¬ 
graphic  market  for  this  proposal  is  northern  Brevard 
County  where  FNB  Brevard  derives  the  bulk  of  its 
deposits  Neither  FNB  Tampa  nor  First  Florida  oper¬ 
ates  any  offices  in  this  market;  the  closest  office  is  8 
miles  distant  Within  the  market  there  are  eight  com- 
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mercial  banks,  including  subsidiaries  of  four  of  the  five 
largest  banking  organizations  in  the  state.  FNB  Tampa 
will  assume  FNB  Brevard's  position  as  the  third  largest 
bank  in  the  market.  Accordingly,  consummation  of  this 
proposal  will  merely  substitute  one  competitor  in  the 
market  for  another. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served.”  We  find  the  financial  and  managerial 
resources  of  FNB  Tampa  and  FNB  Brevard  to  be 
satisfactory.  The  future  prospects  of  the  proponents, 
individually  and  combined,  are  considered  favorable 
although  the  larger  resulting  bank  is  expected  to 
provide  a  wider  range  of  banking  services. 

A  review  of  the  record  of  this  application  and  other 


information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act  and  find  that  it  does  not  significantly 
lessen  competition  in  the  relevant  market.  Other  fac¬ 
tors  considered  in  evaluating  this  proposal  are  satis¬ 
factory.  Accordingly,  the  application  is  approved 
July  30,  1984 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


FIRST  NATIONAL  BANK  OF  LUVERNE, 

Luverne,  Minn.,  and  First  Bank  (N.A.) — Pipestone,  Pipestone,  Minn. 


Names  of  banks  and  type  of  transaction 


Total  assets 


First  National  Bank  of  Luverne,  Luverne,  Minn.  (13544),  with .  $44,250,000 

and  First  Bank  (N.A.)— Pipestone,  Pipestone,  Minn.  (13399),  which  had .  33,175,000 

consolidated  October  1 ,  1 984,  under  charter  of  the  former  and  title  of  “First  Bank  Luverne  (N.A.).” 

The  consolidated  bank  at  date  of  consolidation  had .  77.425,000 


Banking  offices 

In  To  be 

operation  operated 

1  _ 

1  _ 


2 


This  transaction  was  processed  under  new  proce¬ 
dures  the  OCC  has  implemented  for  corporate  reorga¬ 
nization  transactions.  No  decision  was  issued. 


A  copy  of  the  Summary  of  Report  by  Attorney  General 
was  not  available  at  press  time. 


*  *  * 
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FIRST  SAVINGS  COMPANY  OF  SIDNEY, 

Sidney,  Neb.,  and  First  National  Bank  of  Sidney,  Sidney,  Neb. 


^  'VJi  'N/Jl  ' 

Banking  offices 

Names  of  banks  and  type  of  transaction 

Total  assets  * 

In  To  be 

operation  operated 

$4,802,000 

1 

First  Savings  Company  ot  oianey,  oianey,  i^eu.,  wun . . 

and  First  National  Bank  of  Sidney,  Sidney,  Neb.  (18339),  which  had . 

merqed  October  1 ,  1984.  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 

1 ,050,000 

0 

1 

COMPTROLLER  S  DECISION 

First  National  Bank  of  Sidney  is  being  organized  by  the 
shareholders  of  First  Savings  Company  of  Sidney.  The 
merger  is  a  vehicle  to  enable  First  Savings  Company 
of  Sidney  to  convert  to  a  national  bank  and  combines 
a  non-operating  bank  with  an  existing  financial  institu¬ 
tion  As  such,  it  presents  no  competitive  issues  under 
the  Bank  Merger  Act,  12  USC  1828(c). 

The  financial  and  managerial  resources  of  both  banks 
and  the  future  prospects  of  the  resulting  bank  are 
favorable  After  the  merger,  the  resulting  bank  will  be 
in  a  position  to  offer  additional  lending  and  financial 
services.  This  will  permit  it  to  more  effectively  serve  the 
convenience  and  needs  of  its  community. 


*  Asset  figures  are  from  the  organizing  information  for  the  organizing 
bank  and  from  the  September  30.  1984.  report  of  condition  for  the 
operating  bank  Information  as  of  date  of  consummation  was  not 
available  at  press  time 


A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicant’s  record  of  helping  to  meet  the  credit 
needs  of  its  entire  community,  including  low  and 
moderate  income  neighborhoods,  is  less  than  satis¬ 
factory. 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act  for  the  applicants  to  proceed  with 
the  proposed  merger. 

August  21 ,  1984 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


*  *  * 


NEW  JERSEY  NATIONAL  BANK, 

Trenton,  N.J.,  and  Citizens  United  Bank,  National  Association,  Vineland,  N.J. _ _ 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets*  /n  To  be 

operation  operated 


Citizens  United  Bank,  National  Association,  Vineland,  N.J.  (13125),  with 

and  New  Jersey  National  Bank,  Trenton,  N.J.  (1327),  which  had . . 

merqed  October  1 ,  1 984,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 

had  . 


$  250,293,000  13 

1,408,482,000  47 
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COMPTROLLER'S  DECISION 

On  May  30,  1984  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency  for  prior  authoriza¬ 
tion  to  merge  Citizens  United  Bank,  National  Associa¬ 
tion  Vineland.  N  J  (Citizens),  into  New  Jersey  Nation¬ 
al  Bank  Trenton  N  J  (NJNB)  This  application  is 

’  1 ire  Iron  the  September  30.  1984  report  of  condition 

'*  /'•r.j'or  v.  of  date  of  cor-,  .mrnafion  was  not  available  at  press 


based  on  an  agreement  finalized  between  the  propo¬ 
nents  on  February  10,  1984. 

As  of  March  31 ,  1984,  NJNB  had  total  deposits  of  $1 .2 
billion  and  operated  47  offices  in  six  central  New 
Jersey  counties  and  6  offices  in  three  counties  in  the 
New  Jersey  portion  of  the  Philadelphia-Camden  met¬ 
ropolitan  area  NJNB  is  a  wholly  owned  subsidiary  of 
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New  Jersey  National  Corporation,  a  one-bank  holding 
company  and  the  seventh  largest  banking  organiza¬ 
tion  in  New  Jersey. 

As  of  the  same  date,  Citizens  held  total  deposits  of 
$225  million  and  operated  13  offices  in  four  southern 
New  Jersey  counties  and  13  offices  in  three  counties 
in  the  New  Jersey  portion  of  the  Philadelphia-Camden 
metropolitan  area.  Citizens  is  a  wholly  owned  subsid¬ 
iary  of  Citizens  Bancorp,  a  one-bank  holding  compa¬ 
ny. 

There  are  five  separate  geographic  markets  for  this 
proposal:  the  New  Jersey  portion  of  the  Philadelphia- 
Camden  metropolitan  area,  Atlantic  County,  Cape 
May  County,  Cumberland  County  and  Salem  County. 
This  Office  has  previously  determined  that,  in  the  State 
of  New  Jersey,  thrift  institutions  are  substantial  com¬ 
petitors  of  commercial  banks.1 

The  New  Jersey  portion  of  the  Philadelphia-Camden 
metropolitan  area  includes  Burlington,  Camden  and 
Gloucester  counties.  Within  this  market,  there  are 
more  than  50  financial  institutions  holding  more  than 
$6.0  billion  of  total  deposits.  Six  of  the  state's  ten 
largest  commercial  banking  organizations  and  the 
state's  three  largest  thrift  institutions  are  present  in  the 
market.  NJNB  and  Citizens  each  has  a  1.3  percent 
share  of  market  deposits;  the  resulting  bank  will  have 
a  2.6  percent  market  share  and  be  the  twelfth  largest 
financial  institution  in  the  market.  In  light  of  the  market 
share  data,  consummation  of  the  merger  would  have 
no  significant  effect  upon  competition  in  this  uncon¬ 
centrated  market. 

NJNB  does  not  operate  in  Atlantic,  Cape  May,  Cum¬ 
berland  or  Salem  Counties  and  its  closest  office  is 


1  Decision  of  the  Comptroller  of  the  Currency  on  the  Application  to 
Merge  Guarantee  Bank,  Atlantic  City,  N  J  ,  into  The  First  Jersey 
National  Bank/South,  Manahawkin,  N.J.,  December  13,  1983 

* *  * 


approximately  20  miles  distant.  Three  of  these  relevant 
markets  are  moderately  concentrated  and  one  is 
unconcentrated.  Citizens  has  a  7  percent  market 
share  in  one  market  and  less  than  a  2  percent  market 
share  in  each  of  the  other  three  markets.  Consumma¬ 
tion  of  the  merger  would  merely  substitute  one  com¬ 
petitor  in  each  market  with  another  significantly  stron¬ 
ger  competitor  and  would  have  no  significant  effect 
upon  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served."  We  find  the  financial  and  managerial 
resources  of  NJNB  and  Citizens  to  be  satisfactory  The 
future  prospects  of  the  proponents,  individually  and 
combined,  are  considered  favorable  although  the 
larger  resulting  bank  is  expected  to  provide  a  wider 
range  of  banking  services. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act  and  find  that  it  does  not  significantly 
lessen  competition  in  the  relevant  market.  Other  fac¬ 
tors  considered  in  evaluating  this  proposal  are  satis¬ 
factory.  Accordingly,  the  application  is  approved. 
August  16,  1984 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 
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NORWEST  BANK  SIOUX  FALLS,  N.A., 

Sioux  Falls,  S  Dak.,  and  Norwest  Bank  Aberdeen,  N.A.,  Aberdeen,  S.  Dak.,  and  Norwest  Bank  Black  Hills,  N.A., 
Rapid  City,  S.  Dak.,  and  Norwest  Bank  Watertown,  N.A.,  Watertown,  S.  Dak.  _ 


Banking  offices 

Names  of  banks  and  type  of  transaction 

Total  assets 

In 

operation 

To  be 
operated 

Norwest  Bank  Sioux  Falls,  N.A.,  Sioux  Falls,  S.  Dak.  (10592),  with . 

and  Norwest  Bank  Aberdeen,  N.A.,  Aberdeen,  S.  Dak.  (2980),  which  had . 

and  Norwest  Bank  Black  Hills,  N  A  ,  Rapid  City,  S.  Dak.  (4631),  which  had . 

and  Norwest  Bank  Watertown,  N.A.,  Watertown,  S.  Dak.  (2935),  which  had . 

consolidated  October  1,  1984,  under  charter  of  Norwest  Bank  Sioux  Falls,  N  A.  and  title  of 
Norwest  Bank  South  Dakota,  N.A.”  The  consolidated  bank  at  date  of  consolidation  had 

$  634,289,000 
356,003,000 
394,498,000 
104,811,000 

1,483,111,000 

18 

8 

11 

1 

41 

This  transaction  was  processed  under  new  proce-  A  copy  of  the  Summary  of  Report  by  Attorney  General 
dures  the  OCC  has  implemented  for  corporate  reorga-  was  not  available  at  press  time. 


nization  transactions.  No  decision  was  issued. 

*  *  * 


MAUMEE  VALLEY  NATIONAL  BANK, 

Defiance,  Ohio,  and  Two  Branches  of  BancOhio  National  Bank,  Columbus,  Ohio _ 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets'  /n  To  be 

operation  operated 


Two  Branches  of  BancOhio  National  Bank,  Columbus,  Ohio  (5065),  with 

were  purchased  October  6,  1984,  by  Maumee  Valley  National  Bank,  Defiance,  Ohio  (12196), 

which  had . 

After  the  purchase  was  effected,  the  receiving  bank  had . . 


$5,521,027,000 

167,183,000 


2 

12 


14 


COMPTROLLER'S  DECISION 

On  July  2,  1984,  an  application  was  filed  with  the 
Office  of  the  Comptroller  of  the  Currency  by  Maumee 
Valley  National  Bank,  Defiance,  Ohio  (Maumee  Val¬ 
ley),  to  purchase  the  assets  and  assume  the  liabilities 
of  the  Delta  office  and  the  Lyons  office  of  BancOhio 
National  Bank,  Columbus,  Ohio  (BancOhio).  The  ap¬ 
plication  is  based  upon  an  agreement  executed  by  the 
banks  on  May  29,  1984 

As  of  January  31,  1984,  Maumee  Valley  had  total 
deposits  of  $1 39  million  and  operated  1 2  offices  in  five 
counties  in  northwestern  Ohio.  Maumee  Valley  is  a 
subsidiary  of  Toledo  Truscorp,  Inc.  (Trustcorp),  a 
registered  bank  holding  company  with  89  offices  in  1 7 
counties  in  northwest  Ohio  At  year-end  1983,  Trust¬ 
corp  was  the  tenth  largest  commercial  banking  orga¬ 
nization  in  Ohio  with  consolidated  deposits  of  $14 
billion 

As  of  January  31 ,  1984.  the  Delta  and  Lyons  offices  of 
BancOhio  combined,  held  total  deposits  of  $28  mil- 

*  A ‘  q  ;j r<;  from  the  September  30  1984  report  of  condition 
hr©  bank  nforn  itior  »s  of  date  of  consummation  was  not 


The  relevant  geographic  market  for  this  proposal  is 
Fulton  County,  where  both  the  Delta  and  Lyons  office 
of  BancOhio  are  located.  Although  Maumee  Valley 
does  not  operate  any  offices  in  this  market,  another 
Trustcorp  subsidiary  bank  operates  three  offices  in  the 
market.  Within  this  market  there  are  six  commercial 
banks  and  three  savings  and  loan  associations  hold¬ 
ing  total  deposits  of  $294  million.  There  is  an  addition¬ 
al  savings  institution  (state  chartered  and  state  in¬ 
sured)  operating  in  the  market;  however,  the  volume  of 
its  local  deposits  is  not  available. 

As  a  result  of  recent  legislation  which  has  expanded 
the  powers  of  thrift  institutions,  Ohio  thrift  institutions 
are  now  substantial  competitors  of  commercial  banks. 
They  are  actively  utilizing  these  new  powers  in  solicit¬ 
ing  both  retail  and  wholesale  business,  and  on  both 
sides  of  the  balance  sheet,  i.e.,  in  taking  deposits  and 
in  making  loans. 

BancOhio  is  the  sixth  largest  financial  institution  in  the 
market  with  a  9  percent  market  share,  Trustcorp  is  the 
seventh  largest  with  a  6  percent  share  After  consum¬ 
mation,  Trustcorp  would  be  the  second  largest  finan¬ 
cial  institution  in  the  market  with  a  15  percent  share  of 
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deposits.  The  market  is  moderately  concentrated  and 
several  alternative  financial  institutions,  including  the 
state's  second  largest  banking  organization,  will  re¬ 
main  in  the  market.1  Assuming  that  the  above-men¬ 
tioned  proposed  merger  is  approved,  there  will  be  no 
reduction  in  the  number  of  competitors  in  the  market 
and  Trustcorp  will  remain  an  effective  alternative  to 
National  City  Corporation  and  the  independent  bank 
that  dominates  the  market  with  a  31  percent  share. 
Lastly,  the  market  shares  cited  are  overstated  due  to 
the  exclusion  of  local  deposits  held  by  the  state 
savings  institution.  In  light  of  the  above  date,  consum¬ 
mation  of  the  proposed  acquisition  would  not  have  a 
significant  adverse  effect  on  competition  in  the  rele¬ 
vant  geographic  market. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 


1  National  City  Corporation,  currently  the  second  largest  banking 
organization  in  Ohio  with  total  deposits  of  $4.6  billion  and  a  13 
percent  share  of  deposits  in  Fulton  County,  has  applied  to  the 
Federal  Reserve  Board  to  acquire  BancOhio  Corporation,  the 
parent  holding  company  for  BancOhio;  the  resulting  holding  com¬ 
pany,  if  the  proposal  is  approved,  would  be  the  largest  banking 
organization  in  the  state.  The  subject  transaction  is  incident  to  the 
above  proposed  merger  and  is  conditioned  on  consummation  of  the 
merger. 


prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served."  The  financial  and  managerial  resources  of 
both  banks  are  satisfactory  The  future  prospects  of 
the  buying  bank  are  considered  favorable,  as  are  the 
expected  effects  of  the  proposal  on  the  convenience 
and  needs  of  the  community  to  be  served 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act  and  find  that  is  does  not  significantly 
lessen  competition  in  the  relevant  market.  Other  fac¬ 
tors  considered  in  evaluating  this  proposal  are  satis¬ 
factory.  Accordingly,  the  application  is  approved. 
September  6,  1984 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition 


*  *  * 


BANK  OF  THE  SOUTHWEST  NATIONAL  ASSOCIATION, 

Houston,  Tex.,  and  Capital  Bank,  National  Association,  Houston,  Tex. 


Names  of  banks  and  type  of  transaction 


Total  assets' 


Capital  Bank,  National  Association,  Houston,  Tex.  (15528),  with .  $1,043,461,000 

and  Bank  of  the  Southwest  National  Association,  Houston,  Tex.  (8645),  which  had  .  3,502,505,000 


consolidated  October  10,  1984,  under  charter  of  former  and  title  of  latter.  The  consolidated  bank 
at  date  of  consolidation  had . 


Banking  offices 


In  To  be 

operation  operated 


2 

2 


4 


This  transaction  was  processed  under  new  proce-  A  copy  of  the  Summary  of  Report  by  Attorney  General 
dures  the  OCC  has  implemented  for  corporate  reorga-  was  not  available  at  press  time 
nization  transactions.  No  decision  was  issued. 


‘Asset  figures  are  from  the  September  30,  1984,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time. 


*  *  * 
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NCNB  NATIONAL  BANK  OF  FLORIDA, 

Tampa,  Fla.,  and  NCNB  National  Bank  of  Florida,  Avon  Park,  Fla.  _ _ 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets  /n  j0  be 

operation  operated 


NCNB  National  Bank  of  Florida,  Tampa,  Fla  (17775),  with . . 

and  NCNB  National  Bank  of  Florida,  Avon  Park,  Fla.  (18136),  which  had . 

merged  October  19.  1984.  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of 
merger  had . . 

This  transaction  was  processed  under  new  proce-  A  copy  of  the  Summary  of  Report  by  Attorney  General 
dures  the  OCC  has  implemented  for  corporate  reorga-  was  not  available  at  press  time, 
mzation  transactions  No  decision  was  issued. 

*  *  * 


$4,679,968,000  137 

35,545,000  1  - 

4,715,513,000  _  138 


DOMINION  BANK,  NATIONAL  ASSOCIATION, 

Roanoke,  Va.,  and  Dominion  Bank  of  Bristol,  National  Association,  Bristol,  Va. 


Banking  offices 

Names  of  banks  and  type  of  transaction 

Total  assets 

In 

operation 

To  be 
operated 

Dominion  Bank,  National  Association,  Roanoke,  Va.  (2737),  with 

and  Dominion  Bank  of  Bristol,  National  Association,  Bristol,  Va.  (16174),  which  had . 

consolidated  October  20,  1984,  under  charter  and  title  of  the  former.  The  consolidated  bank  at 

$2,128,000,000 

126,000,000 

2,252,000,000 

44 

7 

51 

This  transaction  was  processed  under  new  proce-  A  copy  of  the  Summary  of  Report  by  Attorney  General 

dures  the  OCC  has  implemented  for  corporate  reorga-  was  not  available  at  press  time, 
nization  transactions.  No  decision  was  issued. 


*  *  * 


FIRST  NATIONAL  BANK  OF  VALENTINE, 

Valentine,  Neb.,  and  Farmers  State  Bank,  Kilgore,  Neb. 


Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets' 

In 

operation 

To  be 
operated 

1 

Farmers  State  Bank,  Migore,  iNeD.,  wun . ..  ,  . ,  , 

was  purchased  October  23,  1 984.  by  The  First  National  Bank  of  Valentine,  Valentine,  Neb  (6378), 

KoH  .  ^ '  .OOy.UUU 

1 

After  the  purchase  was  effected,  the  receiving  bank  had 

2 

COMPTROLLER  S  DECISION 

On  October  23  1984.  application  was  made  to  the 
Comptroller  of  the  Currency  to  grant  prior  written 

■  Asset  fig  jfes  are  from  the  September  30  1984  report  of  condition 
'  .y  or  r,  of  date  of  consummation  /vas  not  available  at  press 


approval  for  The  First  National  Bank  of  Valentine, 
Valentine,  Neb  (Assuming  Bank),  to  purchase  certain 
assets  and  assume  certain  liabilities  of  Farmers  State 
Bank.  Kilgore,  Neb  (Farmers).  The  application  rests 
upon  an  agreement,  incorporated  herein  by  reference 
the  same  as  if  fully  set  forth,  negotiated  between 
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Assuming  Bank  and  the  Federal  Deposit  Insurance 
Corporation  (FDIC)  as  receiver  of  Farmers.  For  rea¬ 
sons  set  forth  below,  the  application  is  hereby  ap¬ 
proved  and  Assuming  Bank  is  authorized  to  consum¬ 
mate  the  purchase  and  assumption  transaction  imme¬ 
diately. 

The  bank  was  declared  insolvent  by  the  Nebraska 
State  Banking  Commissioner  on  October  22,  1984, 
and  was  placed  in  the  hands  of  the  FDIC  as  receiver. 
The  Comptroller  of  the  Currency  has  now  been  re¬ 
quested  to  grant  his  written  approval  of  the  proposed 
agreement  negotiated  between  the  FDIC  and  Assum¬ 
ing  Bank  by  which  the  latter  would  purchase  certain 
assets  and  assume  certain  liabilities  of  Farmers. 

Under  the  Bank  Merger  Act,  12  USC  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assump¬ 
tion  transaction  which  would  have  certain  proscribed 
anticompetitive  effects  unless  he  finds  these  anticom¬ 
petitive  effects  to  be  clearly  outweighed  in  the  public 
interest  by  the  probable  effect  of  the  transaction  in 
meeting  the  convenience  and  needs  of  the  community 
to  be  served.  Additionally,  the  Comptroller  is  directed 
to  consider  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions,  and  the  convenience  and  needs  of  the 
community  to  be  served.  When  necessary,  however, 
to  prevent  the  evils  attendant  upon  the  failure  of  a 
bank,  the  Comptroller  can  dispense  with  the  stan¬ 
dards  applicable  to  usual  acquisition  transactions  and 
need  not  consider  reports  on  the  competitive  effects  of 
the  transaction  ordinarily  solicited  from  the  Depart¬ 
ment  of  Justice  and  other  banking  agencies.  He  is 


authorized  in  such  circumstances  to  act  immediately 
in  his  sole  discretion  to  approve  such  a  transaction 
and  to  authorize  its  immediate  consummation 

The  proposed  acquisition  will  be  in  accord  with  all 
pertinent  provisions  of  the  National  Bank  Act  and  will 
prevent  a  disruption  of  banking  services  to  the  Kilgore 
community.  Assuming  Bank  has  sufficient  financial 
resources,  and  this  acquisition  will  enable  it  to  en¬ 
hance  the  banking  services  offered  in  the  Kilgore 
community. 

The  Comptroller  finds  that  the  anticompetitive  effects 
of  the  proposed  transaction,  if  any,  are  clearly  out¬ 
weighed  in  the  public  interest  by  the  probable  effect  of 
the  proposed  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  For  these 
reasons,  Assuming  Bank’s  application  to  assume  cer¬ 
tain  liabilities  and  purchase  certain  assets  of  Farmers, 
as  set  forth  in  the  agreement,  is  approved.  The  Comp¬ 
troller  further  finds  that  the  failure  of  Farmers  requires 
him  to  act  immediately,  as  contemplated  by  the  Bank 
Merger  Act,  to  prevent  disruption  of  banking  services 
to  the  community;  and  the  Comptroller  thus  waives 
publication  of  notice,  dispenses  with  solicitation  of 
competitive  reports  from  other  agencies,  and  autho¬ 
rizes  the  transaction  to  be  consummated  immediately 

Assuming  bank  is  also  authorized  to  operate  Farmers' 
existing  office  as  a  branch. 

October  23,  1984 

Due  to  the  emergency  nature  of  the  situation,  a  report 
was  not  requested  from  the  Department  of  Justice 


THE  FIRST  NATIONAL  BANK  OF  GAYLORD, 

Gaylord,  Kans.,  and  Farmers  National  Bank  of  Gaylord,  Gaylord,  Kans. 


Names  of  banks  and  type  of  transaction 


Total 
assets  * 


Banking  offices 

In  To  be 

operation  operated 


The  First  National  Bank  of  Gaylord,  Gaylord,  Kans.  (6970),  with .  $6,426,000  1 

was  purchased  October  25,  1984,  by  Farmers  National  Bank  of  Gaylord,  Gaylord,  Kans.  (20566), 

which  had .  450.000  0 

After  the  purchased  was  effected,  the  receiving  bank  had .  . 


COMPTROLLER'S  DECISION 

On  October  25,  1984,  application  was  made  to  the 
Comptroller  of  the  Currency  to  grant  prior  written 


*  Asset  figures  are  from  the  organizing  information  for  the  organizing 
bank  and  from  the  September  30,  1984,  report  of  condition  for  the 
operating  bank  Information  as  of  date  of  consummation  was  not 
available  at  press  time 


approval  for  Farmers  National  Bank  of  Gaylord,  Gay¬ 
lord,  Kans.  (Assuming  Bank),  to  purchase  certain 
assets  and  assume  certain  liabilities  of  The  First 
National  Bank  of  Gaylord,  Gaylord,  Kans  (First)  The 
application  rests  upon  an  agreement,  incorporated 
herein  by  reference  the  same  as  if  fully  set  forth 
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negotiated  between  Assuming  Bank  and  the  Federal 
Deposit  Insurance  Corporation  (FDIC)  as  receiver  of 
First  For  reasons  set  forth  below,  the  application  is 
hereby  approved  and  Assuming  Bank  is  authorized  to 
consummate  the  purchase  and  assumption  transac¬ 
tion  immediately. 

The  First  National  Bank  of  Gaylord  was  chartered  as  a 
national  bank  on  September  28,  1903,  and  at  the  close 
of  business  on  October  17,  1984,  had  total  assets  of 
approximately  $6  million.  The  bank  was  declared 
insolvent  by  the  Comptroller  of  the  Currency  on  Octo¬ 
ber  25,  1984,  and  was  placed  in  the  hands  of  the  FDIC 
as  receiver  The  Comptroller  of  the  Currency  has  now 
been  requested  to  grant  his  written  approval  of  the 
proposed  agreement  negotiated  between  the  FDIC 
and  Assuming  Bank  by  which  the  latter  would  pur¬ 
chase  certain  assets  and  assume  certain  liabilities  of 
First. 

Under  the  Bank  Merger  Act,  12  USC  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assump¬ 
tion  transaction  which  would  have  certain  proscribed 
anticompetitive  effects  unless  he  finds  these  anticom¬ 
petitive  effects  to  be  clearly  outweighed  in  the  public 
interest  by  the  probable  effect  of  the  transaction  in 
meeting  the  convenience  and  needs  of  the  community 
to  be  served.  Additionally,  the  Comptroller  is  directed 
to  consider  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions,  and  the  convenience  and  needs  of  the 
community  to  be  served.  When  necessary,  however, 
to  prevent  the  evils  attendant  upon  the  failure  of  a 
bank,  the  Comptroller  can  dispense  with  the  stan¬ 
dards  applicable  to  usual  acquisition  transactions  and 
need  not  consider  reports  on  the  competitive  effects  of 
the  transaction  ordinarily  solicited  from  the  Depart¬ 
ment  of  Justice  and  other  banking  agencies.  Fie  is 
authorized  in  such  circumstances  to  act  immediately 
in  his  sole  discretion  to  approve  such  a  transaction 
and  to  authorize  its  immediate  consummation. 

The  proposed  acquisition  will  be  in  accord  with  all 
pertinent  provisions  of  the  National  Bank  Act  and  will 
prevent  a  disruption  of  banking  services  to  the  Gay¬ 


lord  community.  Assuming  Bank  has  sufficient  finan¬ 
cial  resources,  and  this  acquisition  will  enable  it  to 
enhance  the  banking  services  offered  in  the  Gaylord 
community. 

The  Comptroller  finds  that  the  anticompetitive  effects 
of  the  proposed  transaction,  if  any,  are  clearly  out¬ 
weighed  in  the  public  interest  by  the  probable  effect  of 
the  proposed  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  For  these 
reasons,  Assuming  Bank’s  application  to  assume  cer¬ 
tain  liabilities  and  purchase  certain  assets  of  First,  as 
set  forth  in  the  agreement,  is  approved.  The  Comptrol¬ 
ler  further  finds  that  the  failure  of  First  requires  him  to 
act  immediately,  as  contemplated  by  the  Bank  Merger 
Act,  to  prevent  disruption  of  banking  services  to  the 
community;  and  the  Comptroller  thus  waives  publica¬ 
tion  of  notice,  dispenses  with  solicitation  of  competi¬ 
tive  reports  from  other  agencies,  and  authorizes  the 
transaction  to  be  consummated  immediately. 

By  accepting  approval  and  by  consummating  the 
purchase  and  assumption  transaction,  Assuming 
Bank  agrees  to  be  bound  by  the  following  conditions: 

1 .  An  initial  minimum  ratio  of  primary  capital  to  total 
assets  of  no  less  than  five  percent  (5%).  The  amount  of 
intangible  assets  which  may  be  included  in  capital  for 
purposes  of  this  assessment  is  limited  to  not  more 
than  twenty-five  percent  (25%)  of  tangible  primary 
capital. 

2.  Achieve  within  two  (2)  years  and  thereafter  main¬ 
tain  a  ratio  of  primary  capital  to  total  assets  that 
complies  with  the  Comptroller's  minimum  capital  ade¬ 
quacy  guidelines. 

These  conditions  shall  be  deemed  to  be  “conditions 
imposed  in  writing  by  the  agency  in  connection  with 
the  granting  of  any  application  or  other  request"  within 
the  meaning  of  12  USC  1818(b)(1). 

October  25,  1984 

Due  to  the  emergency  nature  of  the  situation,  a  report 
was  not  requested  from  the  Department  of  Justice. 


142 


COMMUNITY  NATIONAL  BANK  OF  NORTHWESTERN  PENNSYLVANIA, 

Albion,  Pa.,  and  One  Branch  of  The  National  Bank  of  North  East,  North  East,  Pa. 


Names  of  banks  and  type  of  transaction 


Total  assets’ 


One  Branch  of  The  National  Bank  of  North  East,  North  East,  Pa.  (9149),  with .  $43,417,000 

was  purchased  October  26,  1984,  by  Community  National  Bank  of  Northwestern  Pennsylvania, 

Albion,  Pa.  (13871),  which  had .  31,035,000 

After  the  purchase  was  effected,  the  receiving  bank  had . 


Banking  offices 

In  To  be 

operation  operated 

1  _ 

3  _ 

_  4 


COMPTROLLER'S  DECISION 

On  June  18,  1984,  application  was  filed  with  the  Office 
of  the  Comptroller  of  the  Currency  by  Community 
National  Bank  of  Northwestern  Pennsylvania,  Albion, 
Pa.  (Community),  to  purchase  the  assets  and  assume 
the  liabilities  of  the  Edinboro  branch  office  of  The 
National  Bank  of  North  East,  North  East,  Pa.  (NBNE). 
The  application  is  based  on  an  agreement  executed 
by  the  proponents  on  February  9,  1984. 

As  of  December  31,  1984,  Community,  an  indepen¬ 
dent  bank,  had  total  deposits  of  $26  million  and 
operated  three  offices  in  western  Erie  County.  On  the 
same  date,  NBNE's  Edinboro  branch  office,  also  locat¬ 
ed  in  Erie  County,  had  deposits  of  $6  million. 

The  proponents  do  not  compete  directly  in  the  rele¬ 
vant  geographic  market  and,  therefore,  consumma¬ 
tion  of  the  proposal  will  not  have  a  significant  effect  on 
competition  in  the  relevant  market.  The  relevant  geo¬ 
graphic  market  for  this  proposal  is  the  borough  of 
Edinboro  and  the  immediately  surrounding  boroughs 
and  townships.  Community  does  not  operate  any 
offices  in  this  market  and  its  closest  office  is  approxi¬ 
mately  12  miles  distant.  Accordingly,  consummation 
of  this  transaction  will  merely  substitute  one  competi¬ 
tor  in  the  market  for  another. 


*  Asset  figures  are  from  the  September  30,  1 984,  report  of  condition 
for  the  entire  bank  Information  as  of  date  of  consummation  was  not 
available  at  press  time 

* *  * 


The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served."  The  financial  and  managerial  resources  of 
both  banks  are  satisfactory.  The  future  prospects  of 
the  buying  bank  are  considered  favorable,  as  are  the 
expected  effects  of  the  proposal  on  the  convenience 
and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities,  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act  and  find  that  it  does  not  significantly 
lessen  competition  in  the  relevant  market.  Other  fac¬ 
tors  considered  in  evaluating  this  proposal  are  satis¬ 
factory.  Accordingly,  the  application  is  approved. 
August  7,  1984 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 

* 
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SOUTHTRUST  BANK  OF  ALABAMA,  NATIONAL  ASSOCIATION, 
Birmingham,  Ala.,  and  First  Bank  of  Alabama,  Alabaster,  Ala. 


Banking  offices 

Names  of  banks  and  type  of  transaction 

Total  assets 

In 

To  be 

operation 

operated 

SouthTrust  Bank  of  Alabama,  National  Association,  Birmingham,  Ala.  (14569),  with . 

and  First  Bank  of  Alabama,  Alabaster,  Ala.,  which  had . 

merqed  October  27, 1 984,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 

$1,715,000,000 

30,000,000 

1,745,000,000 

32 

3 

35 

This  transaction  was  processed  under  new  proce-  A  copy  of  the  Summary  of  Report  by  Attorney  General 
dures  the  OCC  has  implemented  for  corporate  reorga-  was  not  available  at  press  time, 
mzation  transactions.  No  decision  was  issued. 


*  *  * 


BANK  OF  BOSTON-WESTERN  MASSACHUSETTS,  N.A., 

Springfield,  Mass.,  and  Bank  of  Boston-Berkshire,  National  Association,  Pittsfield,  Mass. _ 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets  /n  j0  pe 

operation  operated 

Bank  of  Boston-Western  Massachusetts,  N.A.,  Springfield,  Mass.  (1939),  with  $763,000,000 

and  Bank  of  Boston-Berkshire,  National  Association,  Pittsfield,  Mass.  (1260),  which  had  59,000,000 

merqed  October  29,  1 984,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger 
had  .  822,000,000 

This  transaction  was  processed  under  new  proce-  A  copy  of  the  Summary  of  Report  by  Attorney  General 
dures  the  OCC  has  implemented  for  corporate  reorga-  was  not  available  at  press  time, 
mzation  transactions.  No  decision  was  issued. 

*  *  * 


18  _ 

5  _ 

_  23 


FIRST  NATIONAL  BANK  OF  WARSAW, 

Warsaw,  Ind.,  and  Pierceton  State  Bank,  Pierceton,  Ind. _ 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets  /n  jo  be 

operation  operated 

Pierceton  State  Bank,  Pierceton,  Ind.,  with . 

and  First  National  Bank  of  Warsaw,  Warsaw,  Ind.  (14382),  which  had . 

merqed  October  31 ,  1984,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 
had . 


$  26,504,901  1  _ 

154,177,277  4  - 

182,459,141  _  5 


COMPTROLLER’S  DECISION 

On  May  1 7,  1984,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency  for  prior  authoriza¬ 
tion  to  merge  Pierceton  State  Bank,  Pierceton,  Ind. 
(PSB).  into  First  National  Bank  of  Warsaw,  Warsaw, 
od  (First)  This  application  is  based  on  an  agreement 
‘  na  zed  between  the  proponents  on  April  12,  1984 

As  of  December  31,  1983,  First  had  total  deposits  of 
V  27  m  Uion  and  operated  four  offices  in  Kosciusko 


County.  First  is  controlled  by  FN  Bancorp,  a  one-bank 
holding  company 

On  the  same  date,  PSB,  an  independent  unit  bank, 
had  total  deposits  of  $23  million. 

The  relevant  geographic  market  for  this  proposal  is 
Kosciusko  County,  western  Whitley  County  and  north¬ 
ern  Wabash  County,  the  area  from  which  PSB  derives 
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more  than  90  percent  of  its  deposits.  Although  First 
also  operates  in  this  market,  the  two  banks  obtain  the 
bulk  of  their  deposits  from  different  portions  of  the 
market:  PSB  derives  nearly  50  percent  of  its  deposits 
from  Pierceton  whereas  First  derives  less  than  2 
percent  of  its  deposits  from  Pierceton.  Within  the 
relevant  market  there  are  1 1  commercial  banks;  First 
is  the  second  largest  with  an  18.9  percent  market 
share  and  PSB  is  the  eighth  largest  with  a  4.3  percent 
market  share.  The  resulting  bank  will  remain  the 
second  largest  with  a  23.2  percent  market  share. 
Consummation  of  this  merger  would  eliminate  some 
existing  competition  between  the  two  banks  and  re¬ 
duce  the  number  of  competitors  in  the  relevant  market 
by  one,  but  ample  alternative  banks  would  still  remain 
in  this  competitive  and  moderately  concentrated  mar¬ 
ket. 

Further,  thrift  institutions,  although  not  included  in  the 
above  analysis,  are  increasingly  becoming  strong 
competitors  to  commercial  banks  in  the  relevant  mar¬ 
ket,  especially  in  the  retail  market.  In  light  of  the  above 
reasons,  consummation  of  the  merger  would  not  have 
a  significantly  adverse  effect  upon  competition  in  the 
relevant  geographic  market. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 


and  the  convenience  and  needs  of  the  community  to 
be  served.'’  We  find  the  financial  and  managerial 
resources  of  First  and  PSB  to  be  satisfactory  The 
future  prospects  of  the  proponents,  individually  and 
combined,  are  considered  favorable  although  the 
larger  resulting  bank  is  expected  to  provide  a  wider 
range  of  banking  services. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act  and  find  that  it  does  not  significantly 
lessen  competition  in  the  relevant  market.  Other  fac¬ 
tors  considered  in  evaluating  this  proposal  are  satis¬ 
factory.  Accordingly,  the  application  is  approved. 
September  21 ,  1984 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


*  *  * 


THE  HUNTINGTON  NATIONAL  BANK, 

Columbus,  Ohio,  and  The  Huntington  National  Bank  of  Northeast  Ohio,  Cleveland,  Ohio,  and  The  Huntington 
National  Bank  of  Port  Clinton,  Port  Clinton,  Ohio 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


The  Huntington  National  Bank,  Columbus,  Ohio  (7745)  with .  $4,235,140,000  128  _ 

and  The  Huntington  National  Bank  of  Northeast  Ohio,  Cleveland,  Ohio  (18013)  with .  1,209,947,000  33  _ 

and  The  Huntington  National  Bank  of  Port  Clinton,  Port  Clinton,  Ohio  (13989)  which  had .  66,013,000  2  _ 

merged  October  31,  1984  under  charter  and  title  of  The  Huntington  National  Bank.  The  merged 

bank  at  date  of  merger  had .  5,440,071,000  -  163 


This  transaction  was  processed  under  new  proce¬ 
dures  the  OCC  has  implemented  for  corporate  reorga¬ 
nization  transactions.  No  decision  was  issued. 


A  copy  of  the  Summary  of  Report  by  Attorney  General 
was  not  available  at  press  time. 
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FIRST  NATIONAL  STATE  BANK, 

Newark,  N  J  .,  and  Fidelity  Union  Bank/First  National  State,  Newark,  N.J. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  assets  /n  jQ 

operation  operated 


First  National  State  Bank,  Newark,  N.J.  (1452),  with .  $4,306,649,000  31 

and  Fidelity  Union  Bank  First  National  State,  Newark,  N.J.  (15845),  which  had .  2,823,664,000  146 

merged  November  1,  1984,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had .  7,130,313,000  -  177 


This  transaction  was  processed  under  new  proce-  A  copy  of  the  Summary  of  Report  by  Attorney  General 
dures  the  OCC  has  implemented  for  corporate  reorga-  was  not  available  at  press  time, 
mzation  transactions  No  decision  was  issued. 


*  *  * 


SOCIETY  BANK,  NATIONAL  ASSOCIATION, 

Springfield,  Ohio,  and  The  Waynesville  National  Bank,  Waynesville,  Ohio  _ 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets  /n  j0 

operation  operated 

Society  Bank,  National  Association,  Springfield,  Ohio  (2932)  with 

and  The  Waynesville  National  Bank,  Waynesville,  Ohio  (2220)  which  had  . 

merged  on  November  1,  1984  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of 
merger  had . 

This  transaction  was  processed  under  new  proce-  A  copy  of  the  Summary  of  Report  by  Attorney  General 
dures  the  OCC  has  implemented  for  corporate  reorga-  was  not  available  at  press  time, 
mzation  transactions  No  decision  was  issued 


$303,717,000 

40,690,000 

344,407,000 


18  _ 

2  _ 

_  20 


*  *  * 


NATIONAL  CITY  BANK  OF  MARION, 

Marion,  Ohio,  and  First  National  Bank  of  Galion,  Galion,  Ohio 


Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets  /n  j0  be 

operation  operated 


National  City  Bank  of  Marion.  Marion,  Ohio  (11831)  with . 

and  First  National  Bank  of  Galion,  Galion,  Ohio  (419)  which  had . 

merged  November  2,  1984  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had  . 


$167,805,000 

43,865,000 

211,670,000 


12 

1 


13 


This  transaction  was  processed  under  new  proce¬ 
dures  the  OCC  has  implemented  for  corporate  reorga¬ 
nization  transactions  No  decision  was  issued 


A  copy  of  the  Summary  of  Report  by  Attorney  General 
was  not  available  at  press  time 
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FIRST  BUCKEYE  BANK,  NATIONAL  ASSOCIATION, 

Mansfield,  Ohio,  and  Five  Branches  of  BancOhio  National  Bank,  Columbus,  Ohio 


Names  of  banks  and  type  of  transaction 


Total  assets’ 


Five  Branches  of  BancOhio  National  Bank,  Columbus,  Ohio  (5065),  with  .  $5,521,027,000 

were  purchased  November  9,  1984,  by  First  Buckeye  Bank,  National  Association,  Mansfield, 

Ohio  (2577),  which  had .  405,543,000 

After  the  purchase  was  effected,  the  receiving  bank  had . 


Banking  offices 

In  To  be 

operation  operated 

5  _ 

35  _ 

_  40 


COMPTROLLER’S  DECISION 

On  July  2,  1984,  an  application  was  filed  with  the 
Office  of  the  Comptroller  of  the  Currency  by  First 
Buckeye  Bank,  National  Association,  Mansfield,  Ohio 
(First),  to  purchase  the  assets  and  assume  the  liabil¬ 
ities  of  five  branch  offices  of  BancOhio  National  Bank, 
Columbus,  Ohio  (BancOhio).  The  application  is  based 
upon  an  agreement  executed  by  the  proponents  on 
May  29,  1984. 

As  of  January  31,  1984,  First  had  total  deposits  of 
$307  million  and  operated  30  offices  in  five  counties  in 
northern  Ohio.  First  is  a  subsidiary  of  Toledo  Trust- 
corp,  Inc.  (Trustcorp),  a  registered  bank  holding  com¬ 
pany  with  89  offices  in  17  counties  in  northwest  Ohio. 
At  year-end  1983,  Trustcorp  was  the  tenth  largest 
commercial  banking  organization  in  Ohio  with  consoli¬ 
dated  deposits  of  $1.4  billion. 

The  five  offices  of  BancOhio  to  be  acquired  are  all 
located  in  Sandusky,  Erie  County,  Ohio,  and  had  total 
deposits  of  $84  million  as  of  January  31,  1984. 

The  proponents  currently  do  not  compete  in  the  rele¬ 
vant  geographic  market  and  therefore  consummation 
of  the  proposal  will  not  have  a  significant  effect  on 
competition  in  the  relevant  geographic  market.  The 
relevant  geographic  market  for  this  proposal  is  Erie 
County.  Neither  First  nor  Trustcorp  operates  any  of¬ 
fices  in  this  market  and  their  closest  office  is  12  miles 


*  Asset  figures  are  from  the  September  30,  1984,  report  of  condition 
for  the  entire  bank  Information  as  of  date  of  consummation  was  not 
available  at  press  time. 


distant.  Accordingly,  consummation  of  this  proposal 
will  merely  substitute  one  competitor  in  the  market  for 
another. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served.”  The  financial  and  managerial  resources  of 
both  banks  are  satisfactory.  The  future  prospects  of 
the  buying  bank  are  considered  favorable,  as  are  the 
expected  effects  of  the  proposal  on  the  convenience 
and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act  and  find  that  it  does  not  significantly 
lessen  competition  in  the  relevant  market.  Other  fac¬ 
tors  considered  in  evaluating  this  proposal  are  satis¬ 
factory.  Accordingly,  the  application  is  approved. 
September  6,  1984 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


*  *  * 
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NATIONAL  CITY  BANK,  AKRON, 

Akron,  Ohio,  and  22  Branches  of  BancOhio  National  Bank,  Columbus,  Ohio 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  assets  /n  j0 

operation  operated 


$495,968,000  22 

273,254,000  17 


BancOhio  National  Bank,  Columbus.  Ohio  (5065)  sold  22  branches  with . 

to  National  City  Bank,  Akron,  Akron,  Ohio  (17393)  which  had . 

National  City  Bank,  Akron,  purchased  the  assets  and  assumed  the  liabilities  of  the  22  branches  on 
November  9,  1984  and  closed  six  of  the  branches  immediately.  The  resulting  bank  on  the  date  of 
purchase  and  assumption  had . 


This  transaction  was  processed  under  new  proce¬ 
dures  the  OCC  has  implemented  for  corporate  reorga¬ 
nization  transactions  No  decision  was  issued. 


769,222,000  _  33 

A  copy  of  the  Summary  of  Report  by  Attorney  General 
was  not  available  at  press  time. 


*  *  * 


SOCIETY  NATIONAL  BANK, 

Cleveland,  Ohio,  and  Sixteen  Branches  of  BancOhio  National  Bank,  Columbus,  Ohio 


Names  of  banks  and  type  of  transaction 

Total  assets' 

Banking  offices 

In  To  be 

operation  operated 

Sixteen  Branches  of  BancOhio  National  Bank,  Columbus,  Ohio  (5065),  with 

were  purchased  November  10,  1984,  by  Society  National  Bank,  Cleveland,  Ohio  (14761),  which 

$5,521,027,000 

2,344,652,000 

16 

61 

After  the  purchase  was  effected,  the  purchasing  institution  had . 

77 

COMPTROLLER'S  DECISION 

On  June  26,  1984,  an  application  was  filed  with  the 
Office  of  the  Comptroller  of  the  Currency  by  Society 
National  Bank,  Cleveland,  Ohio  (Society),  to  purchase 
the  assets  and  assume  the  liabilities  of  16  branch 
offices  of  BancOhio  National  Bank,  Columbus,  Ohio 
(BancOhio)  The  application  is  based  upon  an  agree¬ 
ment  executed  by  the  banks  on  May  29,  1984 

As  of  March  31,  1984,  Society  had  total  deposits  of 
$1  8  billion  and  operated  61  offices  Society  is  a  wholly 
owned  subsidiary  of  Society  Corporation,  a  registered 
bank  holding  company  with  194  offices  in  31  Ohio 
counties  Society  Corporation  is  the  sixth  largest  com¬ 
mercial  banking  organization  in  Ohio  with  total  depos¬ 
its  of  $3  4  billion. 

As  of  March  31  1984  the  16  offices  of  BancOhio  to  be 
acquired  had  total  deposits  of  $137  million.  Fourteen 
of  the  offices  are  located  in  Summit  County  and  one 
each  m  Portage  County  and  Medina  County. 

There  are  f//o  relevant  geographic  markets  for  this 

■  A i  'y.'*}'.  am  from  the  September  30  1984  report  of  condition 
(■  f;r*  ff;  ► , ; i r v  nformatior  as  of  date  of  consummation  was  not 


proposal:  (1 )  the  municipality  of  Lodi  where  one  of  the 
BancOhio  offices  is  located,  and  (2)  the  southern  two- 
thirds  of  Summit  County  and  the  adjacent  City  of  Kent 
(the  Akron  market),  the  area  where  the  remaining  15 
BancOhio  offices  are  located.  Society  does  not  oper¬ 
ate  any  offices  in  Lodi  and  its  closest  office  is  more 
than  ten  miles  distant.  Inasmuch  as  consummation  of 
this  proposal  will  merely  substitute  one  competitor  in 
the  market  for  another,  it  will  have  no  significant  effect 
on  competition  in  this  market. 

Society  and  BancOhio  are  direct  competitors  in  the 
Akron  market  Within  this  market  there  are  1 1  commer¬ 
cial  banking  organizations,  including  the  eighth  larg¬ 
est  banking  organizations  in  the  state.  Society  is  the 
seventh  largest  with  a  3  percent  market  share;  Banc¬ 
Ohio  is  the  third  largest  with  a  17  percent  share 
However,  the  BancOhio  deposits  being  acquired  by 
Society  represent  less  than  one-third  of  BancOhio 
deposits  in  the  market  and  less  than  5  percent  of  total 
market  deposits.  Accordingly,  after  consummation, 
Society  would  become  the  sixth  largest  bank  in  the 
market  with  an  8  percent  share  would  decrease  to  12 
percent  The  subject  proposal  has  no  effect  on  the 
number  of  competitors  in  the  market  and  merely 
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represents  a  procompetitive  redistribution  of  market 
deposits.1 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served."  The  financial  and  managerial  resources  of 
both  banks  are  satisfactory.  The  future  prospects  of 
the  buying  bank  are  considered  favorable,  as  are  the 
expected  effects  of  the  proposal  on  the  convenience 
and  needs  of  the  community  to  be  served. 


1  The  subject  transaction  is  contingent  upon  consummation  of  the 
proposed  merger  between  National  City  Corporation  (NCC)  and 
BancOhio  Corporation  NCC  is  the  fourth  largest  banking  organiza¬ 
tion  in  the  Akron  market  That  transaction,  which  was  recently 
approved  by  the  Federal  Reserve  Board,  would  result  in  NCC 
becoming  the  second  largest  banking  organization  in  the  market 
with  a  27  percent  market  share  before  the  subject  divestiture  and  a 
22  percent  share  after  this  divestiture  Society’s  increased  market 
share  will  enable  it  to  be  a  more  viable  competitor  to  the  two  banking 
organizations  that  will  hold  a  majority  of  market  deposits. 


A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act  and  find  that  it  does  not  significantly 
lessen  competition  in  the  relevant  markets.  Other 
factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved 
August  16,  1984 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


*  *  * 


NATIONAL  WESTMINSTER  BANK  USA, 

New  York,  N.Y.,  and  Two  Branches  of  Bankers  Trust  Company,  New  York,  N.Y. 


Names  of  banks  and  type  of  transaction 

Total  assets " 

Banking  offices 

In  To  be 

operation  operated 

Two  Branches  of  Bankers  Trust  Company,  New  York,  N.Y.,  with . 

$43,454,166,000 

8,094,044,000 

2 

were  purchased  November  13,  1984,  by  National  Westminster  Bank  USA,  New  York,  N.Y. 
(7703),  which  had . 

157 

After  the  purchase  was  effected,  the  receiving  bank  had . 

159 

COMPTROLLER’S  DECISION 

On  July  24,  1984,  an  application  was  filed  with  the 
Office  of  the  Comptroller  of  the  Currency  by  National 
Westminster  Bank  USA,  New  York,  N.Y.  (NWB),  for 
permission  to  purchase  the  assets  and  assume  the 
liabilities  of  the  Astor  Plaza  and  Empire  State  Building 
Offices  of  Bankers  Trust  Company,  New  York,  N.Y. 
(the  BTC  offices).  NWB  also  proposes  to  purchase 
certain  loans  and  assume  the  deposits  of  the  private 
clients  group  presently  administered  from  Bankers 
Trust  Company’s  7th  Avenue  and  39th  Street  office, 
also  located  in  New  York  City.  This  application  is 
based  on  a  purchase  agreement  entered  into  by  the 
proponents  on  July  10,  1984. 


*  Asset  figures  are  from  the  September  30,  1984,  report  of  condition 
for  the  entire  bank  Information  as  of  date  of  consummation  was  not 
available  at  press  time 


As  of  March  31,1 984,  NWB  held  total  deposits  of  $6  0 
billion  and  operated  157  branches  in  the  New  York 
metropolitan  area.  NWB  is  a  wholly  owned  subsidiary 
of  National  Westminster  Bank  PLC,  a  bank  holding 
company  with  headquarters  in  London,  England  As  of 
the  same  date,  the  BTC  offices  held  total  deposits  of 
$218  million 

The  relative  geographic  market  for  this  proposal  is 
Manhattan.  Within  this  market,  there  are  36  commer¬ 
cial  banks  holding  total  deposits  of  $1 15  billion  and  31 
thrift  institutions  holding  total  deposits  of  $21  billion 
After  consummation,  NWB  would  hold  less  than  5 
percent  of  total  market  deposits  The  Manhattan  mar¬ 
ket  is  an  unconcentrated  and  very  competitive  market 
the  proposed  transaction  will  have  no  significant  effect 
on  competition  within  the  relative  geographic  market 


The  Bank  Merger  Act  requires  this  Office  to  consider 
the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions, 
and  the  convenience  and  needs  of  the  community  to 
be  served  The  financial  and  managerial  resources  of 
both  banks  are  satisfactory.  The  future  prospects  of 
the  purchasing  bank  are  favorable,  and  the  proposal 
is  expected  to  have  a  favorable  effect  on  the  conve¬ 
nience  and  needs  of  the  community  to  be  served. 

A  review  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  appli¬ 
cants'  records  of  helping  to  meet  the  credit  needs  of 
their  communities,  including  low  and  moderate  in¬ 
come  neighborhoods,  are  less  than  satisfactory. 


We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act  and  find  that  it  does  not  significantly 
lessen  competition  in  the  relevant  market  Other  fac¬ 
tors  considered  in  evaluating  this  proposal  are  satis¬ 
factory.  Accordingly,  the  application  is  approved 
August  27,  1984 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


THE  FIRST  NATIONAL  BANK  IN  MADILL, 
Madill,  Okla.,  and  Texoma  Bank,  Kingston,  Okla. 


Names  of  banks  and  type  of  transaction 


Texoma  Bank,  kingston,  Okla.,  with . 

was  purchased  November  19,  1984,  by  The  First  National  Bank  in  Madill,  Madill,  Okla.  (13021), 

which  had . 

After  the  purchase  was  effected,  the  receiving  bank  had . 


Total  assets 


$  8,169,096 


Banking  offices 

In  To  be 

operation  operated 

1  _ 


31,942,822  1  _ 

40,654,371  _  2 


COMPTROLLER'S  DECISION 

The  First  National  Bank  in  Madill,  Madill,  Okla.  is  a 
majority-owned  subsidiary  of  First  Madill  Bancorpora- 
tion,  Inc  ,  Madill,  Okla  First  Madill  Bancorporation  and 
Texoma  Bank,  Kingston,  Okla.  are  affiliated  through 
common  ownership.  Although  the  proponents  serve 
the  same  market,  the  proposed  transaction  will  have 
no  effect  on  competition  given  their  affiliation. 

A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions  and  the  convenience  and  needs  of  the 
community  to  be  served  has  disclosed  no  reason  why 
this  application  should  not  be  approved 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 


responsibilities  reveals  no  evidence  that  the  banks' 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act  for  the  applicants  to  proceed  with  the 
transaction. 

August  16,  1984 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 
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THE  FIRST  JERSEY  NATIONAL  BANK, 

Jersey  City,  N.J.,  and  Livingston  National  Bank,  Livingston,  N.J. 


Names  of  banks  and  type  of  transaction 


Total  assets * 


Banking  offices 

In  To  be 

operation  operated 


Livingston  National  Bank,  Livingston,  N.J.  (13129),  with .  $  75,507,000  3 

and  The  First  Jersey  National  Bank,  Jersey  City,  N.J.  (364),  which  had .  1.384,828,000  35 

merged  November  26,  1984,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 

merger  had .  .  38 


COMPTROLLER'S  DECISION 

On  August  13,  1984,  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency  for  prior 
authorization  to  merge  Livingston  National  Bank,  Liv¬ 
ingston,  N.J.  (LNB),  into  The  First  Jersey  National 
Bank,  Jersey  City,  N.J.  (FJNB).  This  application  is 
based  upon  an  agreement  finalized  between  the  pro¬ 
ponents  on  June  27,  1984. 

As  of  June  30,  1984,  FJNB  held  total  deposits  of  $1.1 
billion  and  operated  35  offices  in  six  counties  in 
eastern  New  Jersey.  FJNB  is  the  flagship  subsidiary  of 
First  Jersey  National  Corporation,  a  registered  bank 
holding  company  with  80  offices  in  12  New  Jersey 
Counties  and  total  deposits  of  $1 .8  billion. 

As  of  the  same  date,  LNB,  an  independent  bank,  had 
total  deposits  of  $64  million  and  operated  three  of¬ 
fices,  all  located  in  Livingston. 

The  relevant  geographic  market  for  this  proposal  is  the 
municipalities  of  Livingston,  Roseland,  West  Orange 
and  East  Hanover,  the  area  from  which  LNB  derives 
the  bulk  of  its  deposits.  FJNB  operates  one  office  with 
deposits  of  $3  million  in  this  market.  Within  this  market 
there  are  11  commercial  banks  holding  deposits  of 
$277  million  and  nine  thrift  institutions  holding  depos¬ 
its  of  $699  million.  This  Office  has  previously  deter¬ 
mined  that,  in  the  State  of  New  Jersey,  thrift  institutions 
are  substantial  competitors  of  commercial  banks.  LNB 
is  the  ninth  largest  financial  institution  in  the  market 
with  a  6  percent  share  of  market  deposits;  FJNB  ranks 
19th  with  less  than  1  percent.  The  resulting  bank 
would  remain  the  ninth  largest.  The  market  is  uncon¬ 
centrated  and  competition  is  intense,  including  six  of 
the  ten  largest  commercial  banking  organizations  in 


*  Asset  figures  are  from  the  September  30,  1984,  report  of  condition. 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


the  state  and  three  of  the  four  largest  thrift  institutions 
in  the  state.  In  light  of  the  market  share  of  the  propo¬ 
nents  and  the  number  of  alternative  financial  institu¬ 
tions  in  the  market,  consummation  of  the  proposed 
transaction  would  not  have  a  significantly  adverse 
effect  on  competition  in  the  relevant  geographic  mar¬ 
ket. 

The  Bank  Merger  Act  reguires  this  Office  to  consider 
“.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served."  We  find  the  financial  and  managerial 
resources  of  FJNB  and  LNB  to  be  satisfactory.  The 
future  prospects  of  the  proponents,  individually  and 
combined,  are  considered  favorable  although  the 
larger  resulting  bank  is  expected  to  provide  a  wider 
range  of  banking  services. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act  and  find  that  it  does  not  significantly 
lessen  competition  in  the  relevant  market  Other  fac¬ 
tors  considered  in  evaluating  this  proposal  are  satis¬ 
factory.  Accordingly,  the  application  is  approved 
October  23,  1984 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 
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DAYTON  BANK  &  TRUST  COMPANY, 

Dayton,  Tenn.,  and  First  National  Bank  and  Trust  Company,  Rockwood,  Tenn. 


Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets '  /n  jQ 

operation  operated 

Dayton  Bank  &  Trust  Company,  Dayton,  Tenn.,  with .  $51,433,000  3 

was  purchased  November  30,  1984,  by  First  National  Bank  and  Trust  Company,  Rockwood,  Tenn. 

(1 4231 ),  which  had .  50,739,000  3  - 

After  the  purchase  was  effected,  the  receiving  bank  had .  .  6 


COMPTROLLER'S  DECISION 

On  November  30,  1984,  application  was  made  to  the 
Comptroller  of  the  Currency  to  grant  prior  written 
approval  for  First  National  Bank  and  Trust  Company, 
Rockwood,  Tenn  (Assuming  Bank),  to  purchase  cer¬ 
tain  assets,  assume  certain  liabilities,  and  accept 
appointment  as  agent  for  payment  of  insured  deposits 
of  Dayton  Bank  and  Trust  Company,  Dayton,  Tenn. 
(Dayton  Bank).  The  application  rests  upon  an  agree¬ 
ment,  incorporated  herein  by  reference  the  same  as  if 
fully  set  forth,  negotiated  between  the  Assuming  Bank 
and  the  Federal  Deposit  Insurance  Corporation  (FDIC) 
as  receiver  of  Dayton  Bank.  For  reasons  set  forth 
below,  the  application  is  hereby  approved  and  the 
Assuming  Bank  is  authorized  to  consummate  the 
transaction  immediately. 

On  November  30,  1984,  due  to  the  financial  condition 
of  Dayton  Bank,  the  Tennessee  Commissioner  of 
Banking  closed  Dayton  Bank  and  appointed  the  FDIC 
as  receiver  on  the  same  date.  The  Comptroller  has 
now  been  asked  to  grant  his  written  approval  of  the 
proposed  agreement  negotiated  between  the  FDIC 
and  Assuming  Bank  by  which  the  latter  would  pur¬ 
chase  certain  assets,  assume  certain  liabilities,  and 
accept  appointment  as  agent  for  payment  of  insured 
deposits. 

Under  the  Bank  Merger  Act,  12  USC  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assump¬ 
tion  transaction  which  would  have  certain  proscribed 
anticompetitive  effects  unless  he  finds  these  anticom¬ 
petitive  effects  to  be  clearly  outweighed  in  the  public 
interest  by  the  probable  effect  of  the  transaction  in 
meeting  the  convenience  and  needs  of  the  community 
to  be  served  Additionally,  the  Comptroller  is  directed 
to  consider  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions  and  the  convenience  and  needs  of  the 


•  Asset  figures  are  from  the  September  30  1984  report  of  condition 
r formation  as  of  dafe  of  consummation  was  not  available  at  press 


community  to  be  served.  When  necessary,  however, 
to  prevent  the  evils  attendant  upon  the  failure  of  a 
bank,  the  Comptroller  can  dispense  with  the  stan¬ 
dards  applicable  to  usual  acquisition  transactions  and 
need  not  consider  reports  on  the  competitive  effects  of 
the  transaction  ordinarily  solicited  from  the  Depart¬ 
ment  of  Justice  and  other  banking  agencies.  He  is 
authorized  in  such  circumstances  to  act  immediately 
in  his  sole  discretion  to  approve  such  a  transaction 
and  to  authorize  its  immediate  consummation. 

The  proposed  acquisition  will  be  in  accord  with  all 
pertinent  provisions  of  the  National  Bank  Act  and  will 
prevent  a  disruption  of  banking  services  to  the  Dayton 
community.  Assuming  Bank  has  sufficient  financial 
resources,  and  this  acquisition  will  enable  it  to  en¬ 
hance  the  banking  services  offered  in  the  Dayton 
community. 

The  Comptroller  finds  that  the  anticompetitive  effects 
of  the  proposed  transaction,  if  any,  are  clearly  out¬ 
weighed  in  the  public  interest  by  the  probable  effect  of 
the  proposed  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  For  these 
reasons,  the  Assuming  Bank’s  application  to  assume 
certain  liabilities  and  purchase  certain  assets  of  Day- 
ton  Bank,  as  set  forth  in  the  agreement,  is  approved. 
The  Comptroller  further  finds  that  the  failure  of  Dayton 
Bank  requires  him  to  act  immediately,  as  contemplat¬ 
ed  by  the  Bank  Merger  Act,  to  prevent  disruption  of 
banking  services  to  the  community;  and  the  Comptrol¬ 
ler  thus  waives  publication  of  notice,  dispenses  with 
solicitation  of  competitive  reports  from  other  agencies, 
and  authorizes  the  transaction  to  be  consummated 
immediately. 

Assuming  Bank  is  authorized  to  operate  Dayton 
Bank's  former  offices  as  branch  offices. 

November  30,  1984 

Due  to  the  emergency  nature  of  the  situation,  a  report 
was  not  requested  from  the  Department  of  Justice 


FIRST  FIDELITY  BANK,  N.A.,  NEW  JERSEY, 

Newark,  N.J.,  and  Nine  Branches  of  First  Fidelity  Bank,  N.A.,  South  Jersey,  Burlington,  N  J. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


Nine  Branches  of  First  Fidelity  Bank,  N. A.,  South  Jersey,  Burlington,  N.J.  (1222),  with .  $  135,900,000  9 

were  purchased  November  30,  1984,  by  First  Fidelity  Bank,  N.A.,  New  Jersey,  Newark,  N.J. 

(1452),  which  had .  2,453,200,000  164 

After  the  purchase  was  effected,  the  receiving  bank  had .  2,589,100,000  _  173 


This  transaction  was  processed  under  new  proce-  A  copy  of  the  Summary  of  Report  by  Attorney  General 
dures  the  OCC  has  implemented  for  corporate  reorga-  was  not  available  at  press  time, 
mzation  transactions.  No  decision  was  issued. 


*  *  * 


FIRST  FIDELITY  BANK,  N.A.,  SOUTH  JERSEY, 

Burlington,  N.J.,  and  Thirteen  Branches  of  First  Fidelity  Bank,  National  Association,  Newark,  N.J. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


Thirteen  Branches  of  First  Fidelity  Bank,  National  Association,  Newark,  N.J.  (1452),  with .  $  279,600,000  13  _ _ 

were  purchased  November  30,  1984,  by  First  Fidelity  Bank,  N.A.,  South  Jersey,  Burlington,  N.J. 

(1222),  which  had .  959,500,000  55  _ 

After  the  purchase  was  effected,  the  receiving  bank  had .  1,239,100,000  _  68 


This  transaction  was  processed  under  new  proce¬ 
dures  the  OCC  has  implemented  for  corporate  reorga¬ 
nization  transactions.  No  decision  was  issued. 


A  copy  of  the  Summary  of  Report  by  Attorney  General 
was  not  available  at  press  time. 


*  *  * 


NATIONAL  CITY  BANK, 

Cleveland,  Ohio,  and  32  Branches  of  BancOhio  National  Bank,  Columbus,  Ohio 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


BancOhio  National  Bank,  Columbus,  Ohio  (5065)  sold  32  branches  with .  $  355,094,000  32 

to  National  City  Bank.  Cleveland,  Ohio  (786)  which  had .  4,496,789,000  61 

National  City  Bank  purchased  the  assets  and  assumed  the  liabilities  of  the  32  branches  on 
November  30,  1 984  and  closed  1 3  of  the  branches  immediately.  The  resulting  bank  on  the  date  of 

purchase  and  assumption  had .  4,851 ,883,000  -  80 


This  transaction  was  processed  under  new  proce¬ 
dures  the  OCC  has  implemented  for  corporate  reorga¬ 
nization  transactions. 


A  copy  of  the  Summary  of  Report  by  Attorney  General 
was  not  available  at  press  time 


*  *  * 
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THE  CITIZENS  AND  SOUTHERN  NATIONAL  BANK, 

Savannah,  Ga  .  and  First  National  Bank  of  Douglasville,  Douglasville,  Ga. 


Banking  offices 


Names  of  banks  and  type  of  transaction 

Total  assets 

In 

operation 

To  be 
operated 

First  National  Bank  of  Douglasville,  Douglasville,  Ga.  (16472),  with  . 

and  The  Citizens  and  Southern  National  Bank,  Savannah,  Ga.  (13068),  which  had 

merged  December  1,  1984,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 

merger  had . 

$  9,016,000 

6,743,465,000 

6,753,303,000 

2 

171 

173 

COMPTROLLER'S  DECISION 

On  August  20,  1984,  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency  for  prior 
authorization  to  merge  First  National  Bank  of  Douglas¬ 
ville,  Douglasville,  Ga  (First),  into  The  Citizens  and 
Southern  National  Bank,  Savannah,  Ga.  (C&S).  This 
application  is  based  on  an  agreement  finalized  be¬ 
tween  the  proponents  on  July  17,  1984 

As  of  June  30,  1984,  C&S  had  total  deposits  of  $4.7 
billion  and  operated  171  offices  throughout  the  state  of 
Georgia  C&S  is  the  principal  subsidiary  of  Citizens 
and  Southern  Georgia  Corporation,  a  registered  multi¬ 
bank  holding  company. 

As  of  the  same  date,  First,  an  independent  bank,  had 
total  deposits  of  $7  million  and  operated  two  offices  in 
Douglasville. 

The  proponents  currently  do  not  compete  in  the  rele¬ 
vant  geographic  market  and,  therefore,  consumma¬ 
tion  of  the  proposal  will  not  have  a  significant  effect  on 
cmpetition  in  the  relevant  geographic  market.  The 
relevant  geographic  market  for  this  proposal  is  central 
Douglas  County,  the  area  from  which  First  derives  the 
bulk  of  its  deposits.  Neither  C&S  nor  any  of  its  affiliated 
banks  operate  in  this  market.  Its  closest  office  is  eight 
miles  distant  and  a  ZIP  code  analysis  showed  only 
nominal  deposit  overlap.  Accordingly,  consummation 
of  this  proposal  will  merely  substitute  one  competitor 
in  the  market  for  another. 


The  Bank  Merger  Act  required  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served."  We  find  the  financial  and  managerial 
resources  of  C&S  and  First  to  be  satisfactory.  The 
future  prospects  of  the  proponents,  individually  and 
combined,  are  considered  favorable  although  the 
larger  resulting  bank  is  expected  to  provide  a  wider 
range  of  banking  services. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act  and  find  that  it  does  not  significantly 
lessen  competition  in  the  relevant  market.  Other  fac¬ 
tors  considered  in  evaluating  this  proposal  are  satis¬ 
factory.  Accordingly,  the  application  is  approved. 
October  18,  1984 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition 
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DEPOSIT  GUARANTY  NATIONAL  BANK, 

Jackson,  Miss.,  and  The  Merchants  &  Farmers  Bank,  Meridian,  Miss. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


The  Merchants  &  Farmers  Bank,  Meridian,  Miss.,  with .  $  175,773,000  8 

and  Deposit  Guaranty  National  Bank,  Jackson,  Miss.  (15548),  which  had .  2,361,163,000  74 

merged  December  1,  1984,  under  the  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 

merger  had .  2,546,920,000  _  82 


COMPTROLLER’S  DECISION 

On  July  24,  1984,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency  for  prior  authoriza¬ 
tion  to  merge  The  Merchants  &  Farmers  Bank,  Merid¬ 
ian,  Miss.  (MFB),  into  Deposit  Guaranty  National  Bank, 
Meridian,  Miss.  (Deposit  Guaranty).  This  application  is 
based  on  an  agreement  finalized  between  MFB  and 
Deposit  Guaranty  on  May  24,  1984. 

On  March  31,  1984,  MFB  had  total  deposits  of  $151 
million  and  operated  seven  branches  in  Lauderdale 
County.  On  the  same  date,  Deposit  Guaranty  had  total 
deposits  of  $1 .7  billion. 

The  relevant  geographic  market  for  this  proposal  is 
Lauderdale  County,  the  area  from  which  MFB  derives 
over  75  percent  of  its  deposits.  MFB,  with  31  percent 
of  commercial  bank  deposits,  has  the  largest  deposit 
share  of  the  five  banks  serving  the  relevant  market 
Deposit  Guaranty  derives  only  a  nominal  volume  of  its 
business  from  the  relevant  market  and  its  nearest 
office  to  any  office  of  MFB  is  50  miles  distant.  There¬ 
fore,  consummation  of  this  proposal  will  merely  re¬ 
place  one  competitor  in  the  market  with  another  and 
allow  Deposit  Guaranty  to  expand  into  a  market  it 
currently  does  not  serve. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
",  .  .  the  financial  and  managerial  resources  and  future 


prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served.”  The  financial  and  managerial  resources  of 
both  banks  are  considered  satisfactory  The  future 
prospects  of  the  proponent  banks,  independently  and 
in  combination,  are  favorable,  as  are  the  expected 
effects  of  the  proposal  on  the  convenience  and  needs 
of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  record  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act  and  find  that  it  does  not  significantly 
lessen  competition  in  the  relevant  market.  Other  fac¬ 
tors  considered  in  evaluating  this  proposal  are  satis¬ 
factory.  Accordingly,  the  application  is  approved. 
October  15,  1984 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 
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KEY  BANK  OF  SOUTHEASTERN  NEW  YORK  NATIONAL  ASSOCIATION 
Chester,  N  Y  and  The  Columbus  Trust  Company,  Newburgh,  N.Y. 


Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets"  /n  To  be 

operation  operated 

The  Columbus  Trust  Company,  Newburgh,  NY.  with .  $  65,740,000  4 

and  Key  Bank  of  Southeastern  New  York  National  Association,  Chester,  N.Y.  (1349),  which  had  402,756,000  29 

merqed  December  1 ,  1984.  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 

had .  .  33 


COMPTROLLER'S  DECISION 

On  July  24,  1984.  an  application  was  filed  with  the 
Office  of  the  Comptroller  of  the  Currency  to  merge  The 
Columbus  Trust  Company,  Newburgh,  N.Y.  (Colum¬ 
bus),  into  Key  Bank  of  Southeastern  New  York,  Nation¬ 
al  Association,  Chester,  N.Y.  (Key  Bank).  The  applica¬ 
tion  is  based  on  a  written  agreement  executed  by  the 
banks  on  June  1 ,  1984. 

As  of  March  31,1 984,  Key  Bank  held  total  deposits  of 
$273  million  and  operated  29  offices  in  four  counties  in 
southeastern  New  York.  Key  Bank  is  majority  owned 
by  Key  Banks,  Inc.,  a  registered  bank  holding  compa¬ 
ny  with  deposits  of  $3.7  billion.  Its  six  subsidiary  banks 
operate  204  offices  in  37  counties  in  New  York. 

As  of  the  same  date,  Columbus,  an  independent  bank, 
held  total  deposits  of  $57  million  and  operated  four 
offices  in  the  northeastern  portion  of  Orange  County. 

The  relevant  geographic  market  for  this  proposal  is  a 
tri-city  area  of  northeastern  Orange  County  consisting 
of  Newburgh  (City),  Newburgh  (Town)  and  New  Wind¬ 
sor  Columbus  derives  approximately  98  percent  of  its 
deposits  in  this  area  and  ranks  fourth  among  10 
depository  institutions  with  a  market  share  of  10.6 
percent  Key  Bank  operates  from  two  offices  within  this 
market,  and  derives  approximately  5  percent  of  its 
deposits  from  the  area.  Key  Bank  is  ranked  ninth  with 
a  market  share  of  3  percent.  Depository  institutions  in 
this  case  include  thrifts  and  savings  banks  due  to 
recently  expanded  powers  which  enable  these  institu¬ 
tions  to  more  effectively  compete  for  commercial 
banking  business  As  a  result  of  this  transaction,  the 
resulting  institution  would  remain  the  fourth  largest 
depository  institution  in  the  relevant  market  with  ap- 


*  Asset  f  qures  are  from  the  September  30  1984,  report  of  condition 
information  as  of  date  of  consummation  was  not  available  at  press 


proximately  14  percent  of  market  deposits.  Although 
consummation  of  this  transaction  will  reduce  the  num¬ 
ber  of  competitors  in  the  market  by  one,  ample  alter¬ 
native  banking  organizations,  including  subsidiary 
banks  of  several  of  the  state’s  largest  bank  holding 
companies,  will  still  remain  in  this  market.  This  Office 
therefore  finds  that  the  proposed  merger  would  not 
have  an  adverse  effect  on  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served.”  The  financial  and  managerial  resources  of 
both  banks  are  considered  satisfactory.  Also,  the 
future  prospects  for  the  resulting  institution  and  the 
expected  effects  of  the  proposal  on  the  convenience 
and  needs  of  the  community  to  be  served  are  favor¬ 
able 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  is 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  record  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act  and  find  that  it  does  not  significantly 
lessen  competition  in  the  relevant  market.  Other  fac¬ 
tors  considered  in  evaluating  this  proposal  are  satis¬ 
factory.  Accordingly,  the  application  is  approved 
October  25,  1984 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


THE  SOUTH  CAROLINA  NATIONAL  BANK, 

Charleston,  S.C.,  and  First  National  Bank  of  South  Carolina,  Columbia,  S.C. 


Names  of  banks  and  type  of  transaction 


Total  assets  * 


Banking  offices 

In  To  be 

operation  operated 


First  National  Bank  of  South  Carolina,  Columbia,  S.C.  (13720),  with .  $1,461,548,000  82 

and  The  South  Carolina  National  Bank,  Charleston,  S.C.  (2044),  which  had .  2,125,101,000  117 

merged  December  1,  1984,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 

merger  had .  .  199 


COMPTROLLER'S  DECISION 

On  January  10,  1984,  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency  for  prior 
authorization  to  merge  First  National  Bank  of  South 
Carolina,  Columbia,  S.C.  (FNB),  into  The  South  Caroli¬ 
na  National  Bank,  Charleston,  S.C.  (SCNB).  This  appli¬ 
cation  is  based  on  an  agreement  finalized  between 
FNB  and  SCNB  on  September  2,  1983. 

As  of  September  30,  1983,  FNB,  a  wholly  owned 
subsidiary  of  First  Bankshares  Corp.  of  S.C.,  Colum¬ 
bia,  S.C.,  had  total  deposits  of  $1 .2  billion  and  operat¬ 
ed  82  offices  throughout  South  Carolina.  FNB  ranks 
fourth  in  the  state  with  13  percent  of  commercial  bank 
deposits. 

On  the  same  date,  SCNB  had  total  deposits  of  $1.5 
billion  and  operated  1 1 7  branches  statewide.  SCNB  is 
a  wholly  owned  subsidiary  of  South  Carolina  National 
Corporation,  Columbia,  S.C.  SCNB  is  the  state's  larg¬ 
est  commercial  bank  with  17  percent  of  commercial 
bank  deposits. 

The  relevant  geographic  market  for  this  proposal  is  the 
area  from  which  FNB  derives  over  75  percent  of  its 
deposits  and  encompasses  most  of  the  state.  To 
ensure  an  adequate  competitive  analysis,  all  areas 
served  by  FNB  must  be  divided  into  several,  some¬ 
what  self-contained  market  areas.  The  markets  were 
segmented  using  county  boundaries  in  sparsely  pop¬ 
ulated  rural  areas  and  economic  units  in  large  metro¬ 
politan  areas  to  approximate  the  sphere  of  influence  of 
FNB’s  branch  network. 

There  are  22  markets  in  which  FNB  competes  and  in 
1 1  of  those  markets  SCNB  is  also  a  competitor.  In  the 
remaining  1 1  markets,  where  SCNB  does  not  com¬ 
pete,  the  proposed  transaction  will  merely  replace  one 
competitor  with  another  and  will  not  significantly  affect 
competition. 

Many  South  Carolina  thrift  institutions  have  estab¬ 
lished  themselves  as  full  competitors  of  commercial 

*  Asset  figures  are  from  the  September  30.  1 984.  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


banks  due  to  their  growing  involvement  in  commercial 
lending.  For  this  reason  the  competitive  analysis  in¬ 
cludes  thrift  institutions  as  competitors  in  determining 
market  shares. 

FNB  is  the  largest  competitor  in  Beaufort  County  with  a 
32  percent  market  share  and  SCNB  ranks  sixth  with 
approximately  5  percent.  Proposed  divestiture  of  three 
SCNB  offices  will  reduce  its  market  share  to  less  than 
1  percent.  As  a  result  of  the  divestitures,  consumma¬ 
tion  of  the  merger  will  not  significantly  increase  con¬ 
centration  or  have  an  adverse  effect  on  competition  in 
this  market. 

In  the  Anderson,  Charleston,  Columbia,  Florence. 
Greenville  and  Spartanburg  markets,  the  proponents 
will  divest  certain  branches  to  institutions  not  currently 
competing  in  those  markets,  or  to  institutions  presently 
controlling  a  very  small  percentage  of  total  market 
deposits.  After  divestiture  the  resulting  bank  will  con¬ 
trol  less  than  19  percent  of  total  deposits  in  each  of 
these  markets.  As  a  result  of  the  divestitures  and  the 
number  of  banking  alternatives  remaining  in  these 
markets,  the  proposed  merger  will  not  have  a  signifi¬ 
cantly  adverse  effect  on  competition. 

In  Chesterfield  County,  FNB  has  a  market  share  of  17 
percent  and  SCNB  controls  18  percent  of  market 
deposits.  FNB  will  sell  branches  with  $14  million  in 
deposits  to  commercial  banks  not  currently  competing 
in  the  market  and  the  resulting  bank  will  control 
approximately  22  percent  of  total  deposits  The  pro¬ 
posed  transaction  will  increase  the  number  of  compet¬ 
itors  in  Chesterfield  County  and  will  not  have  a  signifi¬ 
cant  effect  on  concentration  levels. 

SCNB  ranks  second  in  deposit  market  share  in  Ker¬ 
shaw  County  with  22  percent  and  FNB  ranks  sixth  with 
4  percent.  After  proposed  divestitures  of  SCNB 
branches  to  a  financial  institution  not  currently  com¬ 
peting  in  the  market,  the  resulting  bank's  market  share 
will  be  approximately  22  percent  and  a  new  competi¬ 
tor  will  enter  the  market  Consequently,  competition 
and  concentration  levels  will  not  be  adversely  affect¬ 
ed 
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in  Marlboro  County.  SCNB  will  sell  all  its  branches  and 
in  Bamberg  County  FNB  will  sell  all  its  branches.  The 
branches  will  be  sold  to  institutions  not  currently 
competing  in  the  market  Consequently,  the  merger 
will  not  reduce  the  number  of  competitors  or  increase 
concentration  levels  in  these  markets. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served  The  financial  and  managerial  resources  of 
both  banks  are  considered  satisfactory.  The  future 
prospects  of  the  proponent  banks,  independently  and 
in  combination,  are  favorable,  as  are  the  expected 
effects  of  the  proposal  on  the  convenience  and  needs 
of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act  and,  taking  account  of  the  proposed 
divestiture,  find  that  it  would  not  significantly  lessen 
competition  in  any  relevant  market.  Other  factors 
considered  in  evaluating  this  proposal  are  satisfac¬ 
tory.  Accordingly,  the  application  is  approved,  condi¬ 
tioned  on  the  divestitures  occurring  simultaneous  with 
or  prior  to  consummation  of  this  proposal. 

June  7,  1984 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

In  the  application,  SCNB  and  FNB  state  that  they  will 
divest  branch  offices  with  attendant  deposits  and 
corresponding  assets  in  the  following  areas:  Anderson 
County.  Bamberg  County.  Beaufort  County,  Charles¬ 
ton  RMA,  Chesterfield  County,  Columbia  RMA,  Flor¬ 


ence  County,  Kershaw  County,  Marlboro  County,  and 
Spartansburg  County  It  is  our  understanding  that 
these  offices,  deposits,  and  assets  to  be  divested  are 
subject  to  contracts  for  sale  and  that  regulatory  ap¬ 
proval  is  being  sought  by  the  purchasers. 

Further,  the  merging  banks  have  informed  the  Depart¬ 
ment  that  they  intend  to  divest  an  additional  four 
offices:  SCNB’s  One  Sea  Pine  Circle  Branch,  Hilton 
Head  Island,  Beaufort  County:  SCNB's  1150  Tiger 
Boulevard  Branch,  Clemson,  Pickens  County;  FNB’s 
1405  North  Millwood  Avenue  Branch,  Columbia 
Heights,  Richland  County;  FNB’s  5900  Rivers  Avenue 
Branch,  North  Charleston  County.  Buyers  will  be 
sought  among  institutions  not  currently  operating  in 
the  markets.  In  the  event  no  out-of-market  purchaser 
can  be  obtained  for  the  Beaufort  office,  an  in-market 
institution  will  be  selected  so  as  to  insure  that  the. post¬ 
merger,  post-divestiture,  Herfindahl  Hirschman  Index 
does  not  increase  more  than  50  points.  In  the  Colum¬ 
bia  and  Charleston  markets,  if  no  out-of-market  pur¬ 
chaser  can  be  found,  the  offices  will  be  sold  to  in¬ 
market  institutions  with  less  than  4  percent  of  the 
market. 

These  proposed  divestitures  will  occur  prior  to  or 
concurrent  with  consummation  of  the  merger.  With 
such  divestitures,  the  merger  would  have  no  signifi¬ 
cantly  adverse  effect  on  competition.1  Pursuant  to  our 
agreement  with  the  Comptroller's  office,  these  condi¬ 
tions  should  become  conditions  of  the  Comptroller's 
approval. 


1  The  analysis  set  forth  in  this  letter  is  based  solely  on  the  specific 
facts  contained  in  this  application  and  such  other  facts  as  are 
presently  available  The  letter  is  not  intended,  and  should  not  be 
relied  upon,  as  a  precedent  or  policy  of  the  Division 

This  matter  was  resolved  through  a  proposal  by  counsel  for  the 
applicants  without  the  need  for  further  inquiry  by  the  Department 
Given  the  disposition  of  this  matter,  there  is  no  need  to  reach  the 
question  of  whether,  in  the  absence  of  these  divestitures,  the 
proposed  transaction  would  have  a  significantly  adverse  effect  on 
competition  in  any  market 

*  * 


158 


SUN  BANK/SOUTHWEST,  NATIONAL  ASSOCIATION, 

Cape  Coral,  Fla.,  and  Flagship  Bank  of  Fort  Myers,  North  Fort  Myers,  Fla. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


Flagship  Bank  of  Fort  Myers,  North  Fort  Myers,  Fla.,  with .  $  63,618,000  4 

and  Sun  Bank/Southwest,  National  Association,  Cape  Coral,  Fla.  (17300),  which  had .  228,932,000  5 

merged  December  1 ,  1 984,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 

had .  292,550,000  _  9 


COMPTROLLER'S  DECISION 

Sun  Bank/Southwest,  National  Association  and  Flag¬ 
ship  Bank  of  Fort  Myers,  are  majority  owned  and 
controlled  by  Sun  Banks,  Inc.,  Orlando,  Fla.,  a  regis¬ 
tered  bank  holding  company.  This  proposed  merger  is 
a  corporate  reorganization  which  would  have  no  effect 
on  competition. 

A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions  and  the  convenience  and  needs  of  the 
community  to  be  served  has  disclosed  no  reason  why 
this  application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 


responsibilities  reveals  no  evidence  that  the  banks' 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  reguired  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger. 

March  15,  1984 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


*  *  * 


SUN  BANK/TALLAHASSEE,  NATIONAL  ASSOCIATION, 
Tallahassee,  Fla.,  and  North  Florida  National  Bank,  Tallahassee,  Fla. 


Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets  *  ^  To  be 

operation  operated 


North  Florida  National  Bank,  Tallahassee,  Fla.  (16430),  with .  $10,960,000  1  _ 

and  Sun  Bank/Tallahassee,  National  Association,  Tallahassee,  Fla.  (18089),  which  had .  70,072.000  3  _ 

merged  December  1 ,  1 984,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 

had .  .  4 


COMPTROLLER’S  DECISION 

On  July  2,  1984,  application  was  made  to  the  Office  of 
the  Comptroller  of  the  Currency  for  prior  authorization 
to  merge  North  Florida  National  Bank,  Tallahassee, 
Fla.  (North  Florida),  into  Sun  BankTTallahassee,  Na¬ 
tional  Association,  Tallahassee,  Fla.  (Sun  Bank).  This 
application  is  based  on  an  agreement  finalized  be¬ 
tween  North  Florida  and  Sun  Bank  on  June  15,  1984. 


*  Asset  figures  are  from  the  September  30,  1984,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


As  of  March  31 ,  1984.  North  Florida  had  total  deposits 
of  $9  million  and  operated  its  only  office  in  Tallahas¬ 
see,  Leon  County.  On  the  same  date  Sun  Bank  had 
total  deposits  of  $62  million  and  operated  its  three 
offices  in  Tallahassee,  Leon  County  Sun  Bank  is  a 
wholly  owned  subsidiary  of  Sun  Banks,  Inc  ,  Orlando. 
Fla.,  a  multibank  holding  company 

The  relevant  geographic  market  for  this  proposal  is 
Leon  County  where  both  banks  operate  their  offices 
There  are  13  commercial  banks  serving  the  market 
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with  35  banking  offices  and  total  deposits  of  $649 
million  Sun  Bank  ranks  fourth  in  deposit  market  share 
with  9  percent  and  North  Florida  ranks  last  with  1 
percent  The  resulting  bank  will  continue  to  rank  fourth 
in  deposit  market  share  Although  the  proponents 
serve  the  same  market,  the  merger  will  not  significant¬ 
ly  affect  competition  given  the  minimal  market  share 
controlled  by  North  Florida 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served  "  The  financial  and  managerial  resources  of 
both  banks  are  considered  satisfactory.  The  future 
prospects  of  the  proponent  banks,  independently  and 
in  combination,  are  favorable,  as  are  the  expected 
effects  of  the  proposal  on  the  convenience  and  needs 
of  the  community  to  be  served 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 


the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act  and  find  that  it  does  not  significantly 
lessen  competition  in  the  relevant  market.  Other  fac¬ 
tors  considered  in  evaluating  this  proposal  are  satis¬ 
factory.  Accordingly,  the  application  is  approved. 
October  26,  1984 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

The  proposed  merger  is  part  of  a  plan  through  which 
the  North  Florida  National  Bank  would  become  a 
subsidiary  of  Sun  Banks,  Inc.,  a  bank  holding  compa¬ 
ny.  The  instant  transaction  would  merely  combine  an 
existing  bank  with  a  non-operating  institution;  as  such, 
and  without  regard  to  the  acquisition  of  the  surviving 
bank  by  Sun  Banks,  Inc.,  it  would  have  no  effect  on 
competition. 


SUN  FIRST  NATIONAL  BANK  OF  POLK  COUNTY, 

Lake  Wales,  Fla.,  and  Flagship  State  Bank  of  Polk  County,  Fort  Meade,  Fla. 


Banking  offices 

Names  of  banks  and  type  of  transaction 

Total  assets 

In 

operation 

To  be 
operated 

Flagship  State  Bank  of  Polk  County,  Fort  Meade,  Fla.,  with . 

and  Sun  First  National  Bank  of  Polk  County,  Lake  Wales,  Fla.  (16786),  which  had . 

merqed  December  1 ,  1 984,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 

$  93,234,000 
159,296,000 

252,530,000 

6 

7 

13 

COMPTROLLER'S  DECISION 

Sun  First  National  Bank  of  Polk  County  and  Flagship 
State  Bank  of  Polk  County  are  majority  owned  and 
controlled  by  Sun  Banks,  Inc.,  Orlando,  Fla.,  a  regis¬ 
tered  bank  holding  company  This  proposed  merger  is 
a  corporate  reorganization  which  would  have  no  effect 
on  competition 

A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
nstitutions  and  the  convenience  and  needs  of  the 
community  to  be  served  has  disclosed  no  reason  why 
this  application  should  not  be  approved 

The  record  of  this  application  and  other  information 
a /a  abie  to  this  Office  as  a  result  of  its  regulatory 


responsibilities  reveals  no  evidence  that  the  banks 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger 
October  18,  1984 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition 


THE  FIRST  JERSEY  NATIONAL  BANK/CENTRAL, 

Perth  Amboy,  N.J.,  and  First  County  Bank  of  New  Jersey,  North  Brunswick,  N.J. 


Names  of  banks  and  type  of  transaction 


Total  assets' 


Banking  offices 

In  To  be 

operation  operated 


First  County  Bank  of  New  Jersey,  North  Brunswick,  N.J.,  with .  $  63,089,000  4 

and  The  First  Jersey  National  Bank/Central  (12524),  Perth  Amboy,  N.J.,  which  had .  102,869,000  6 

merged  December  3,  1984,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 

had .  .  10 


COMPTROLLER'S  DECISION 

On  August  28,  1984,  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency  for  prior 
authorization  to  merge  First  County  Bank  of  New 
Jersey,  North  Brunswick,  N.J.  (FCB),  into  The  First 
Jersey  National  Bank/Central,  Perth  Amboy,  N.J. 
(Central).  This  application  is  based  on  an  agreement 
finalized  between  the  proponents  on  August  3,  1984 

As  of  June  30,  1984,  Central  had  total  deposits  of  $83 
million  and  operated  six  offices  in  northeastern  Mid¬ 
dlesex  County.  Central  is  a  majority  owned  and  con¬ 
trolled  subsidiary  of  First  Jersey  National  Corporation, 
a  multibank  holding  company  with  total  deposits  of 
$1.8  billion  and  80  offices  in  12  New  Jersey  counties. 

As  of  the  same  date,  FCB,  an  independent  bank,  had 
total  deposits  of  $57  million  and  operated  three  offices 
in  North  Brunswick. 

The  proponents  currently  do  not  compete  in  the  rele¬ 
vant  geographic  market  and,  therefore,  consumma¬ 
tion  of  the  proposal  will  not  have  a  significant  effect  on 
competition  in  the  relevant  geographic  market.  The 
relevant  geographic  market  for  this  proposal  is  North 
Brunswick  and  the  surrounding  muncipalities.  Neither 
Central  nor  any  of  its  affiliated  banks  operate  in  this 
market  and  its  closest  office  is  12  miles  distant. 
Accordingly,  consummation  of  this  proposal  will  mere- 


*  Asset  figures  are  from  the  September  30,  1984,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


ly  substitute  one  competitor  in  the  market  for  another 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served."  We  find  the  financial  and  managerial 
resources  of  Central  and  FCB  to  be  satisfactory.  The 
future  prospects  of  the  proponents,  individually  and 
combined,  are  considered  favorable,  although  the 
larger  resulting  bank  is  expected  to  provide  a  wider 
range  of  banking  services. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act  and  find  that  it  does  not  significantly 
lessen  competition  in  the  relevant  market.  Other  fac¬ 
tors  considered  in  evaluating  this  proposal  are  satis¬ 
factory.  Accordingly,  the  application  is  approved 
October  23,  1984 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition 
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SOUTHTRUST  BANK  OF  CALHOUN  COUNTY,  NATIONAL  ASSOCIATION, 
Anniston,  Ala.,  and  Peoples  Bank  of  Anniston,  Anniston,  Ala. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  assets  /n  To  ^ e 

operation  operated 


SouthTrust  Bank  of  Calhoun  County,  National  Association,  Anniston,  Ala.  (3041),  with 

and  Peoples  Bank  of  Anniston,  Anniston,  Ala.,  which  had . 

merged  December  3,  1984.  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of 
merger  had . 


$210,000,000 

19,000,000 

219,000,000 


12 

1 


13 


This  transaction  was  processed  under  new  proce¬ 
dures  the  OCC  has  implemented  for  corporate  reorga¬ 
nization  transactions  No  decision  was  issued. 


A  copy  of  the  Summary  of  Report  by  Attorney  General 
was  not  available  at  press  time. 


*  *  * 


BANKWEST,  NATIONAL  ASSOCIATION, 

Pierre,  S.  Dak.,  and  First  National  Bank  of  Selby,  Selby,  S.  Dak. 


Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets'  /n  To  be 

operation  operated 

First  National  Bank  of  Selby,  Selby,  S.  Dak.  (4014),  with .  $  22,123,000  1 

was  purchased  December  6,  1984,  by  BankWest,  National  Association,  Pierre,  S.  Dak.  (4009), 

which  had .  1 14.870,000  6  - 

After  the  purchase  was  effected,  the  receiving  bank  had .  .  7 


COMPTROLLER'S  DECISION 

On  August  13,  1984.  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency  by  Bank- 
West,  National  Association,  Pierre,  S.  Dak.  (Bank- 
West),  to  purchase  the  assets  and  assume  the  liabil¬ 
ities  of  The  First  National  Bank  of  Selby,  Selby,  S.  Dak. 
(FNB)  The  application  is  based  upon  an  agreement 
finalized  between  the  two  banks  on  June  6,  1984. 

BankWest  was  chartered  in  1889  under  the  original 
title  of  The  Pierre  National  Bank.  The  bank  operates  a 
main  office  and  five  branches  in  the  Pierre,  S.  Dak. 
area  As  of  March  31,  1984,  BankWest  had  approxi¬ 
mately  $101  million  in  total  deposits  and  $115  million 
in  total  assets  FNB,  located  in  Selby,  S.  Dak.,  oper¬ 
ates  a  single  banking  office  As  of  March  31,  1984, 
FNB  had  approximately  $19  million  in  total  deposits 
and  $22  million  in  total  assets 

Bankzvest  serves  the  Pierre  metropolitan  area  as  well 
as  the  adjacent  communities  of  Kadoka,  Belvidere, 

•  /.  ‘  nro  frorr  fho  September  30  1984  report  of  condition 

r  f',"r  r  r,f  r.  of  of  oor  oommation  was  not  available  at  press 


Vivian,  Omda,  and  Kennebec.  FNB  serves  the  town  of 
Selby  as  well  as  a  210-square  mile  rural  area  sur¬ 
rounding  the  community.  This  market  represents  the 
relevant  geographic  market  for  the  proposal.  A  review 
of  the  area  in  question  reveals  that  the  markets  served 
by  BankWest  and  FNB  are  separate  and  distinct 
Accordingly,  consummation  of  the  proposal  will  not  be 
significantly  adverse  to  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
",  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served."  The  future  prospects  of  the  resulting  bank 
appear  favorable  as  does  its  ability  to  further  enhance 
its  competitiveness  in  the  market  and  serve  the  conve¬ 
nience  and  needs  of  its  customers. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  banks'  records  of  helping  to  meet  the  credit  needs 
of  their  entire  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 


We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act  and  find  that  it  will  not  lessen  competition 
in  the  relevant  market.  Other  factors  considered  in 
evaluating  this  proposal  are  satisfactory.  Accordingly, 
the  application  is  approved. 

October  25,  1984 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


* 


FARMERS  STATE  BANK  OF  HOLYOKE, 

Holyoke,  Colo.,  and  Security  National  Bank,  Holyoke,  Colo. 


Names  of  banks  and  type  of  transaction 

Banking  offices 

Total 

assets 

In 

operation 

To  be 
operated 

Farmers  State  Bank  of  Holyoke,  Holyoke,  Colo.,  with . 

$3,498,232 

1 ,000,000 

1 

was  purchased  December  7,  1984,  by  Security  National  Bank,  Holyoke,  Colo.  (20633),  which  had 

0 

After  the  purchase  was  effected,  the  receivinq  bank  had . 

4,455,299 

1 

COMPTROLLER’S  DECISION 

On  December  7,  1984,  application  was  made  to  the 
Comptroller  of  the  Currency  to  grant  prior  written 
approval  for  Security  National  Bank,  Holyoke,  Colo. 
(Assuming  Bank),  to  purchase  certain  assets  and 
assume  certain  liabilities  of  Farmers  State  Bank  of 
Holyoke,  Holyoke,  Colo.  (Farmers).  The  application 
rests  upon  an  agreement,  incorporated  herein  by 
reference  the  same  as  if  fully  set  forth,  negotiated 
between  the  Assuming  Bank  and  the  Federal  Deposit 
Insurance  Corporation  (FDIC)  as  receiver  of  Farmers. 
For  reasons  set  forth  below,  the  application  is  hereby 
approved  and  the  Assuming  Bank  is  authorized  to 
consummate  the  purchase  and  assumption  transac¬ 
tion  immediately. 

At  the  close  of  business  on  November  13,  1984, 
Farmers  had  total  assets  of  approximately  $4.2  million. 
The  bank  was  declared  insolvent  by  the  Colorado 
State  Banking  Commissioner  on  December  7,  1984, 
and  was  placed  in  the  hands  of  the  FDIC  as  receiver. 
The  Comptroller  has  now  been  asked  to  grant  his 
written  approval  of  the  proposed  agreement  negotiat¬ 
ed  between  the  FDIC  and  Assuming  Bank  by  which 
the  latter  would  purchase  certain  assets  and  assume 
certain  liabilities  of  Farmers. 

Under  the  Bank  Merger  Act,  12  USC  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assump¬ 
tion  transaction  which  would  have  certain  proscribed 
anticompetitive  effects  unless  he  finds  these  anticom¬ 
petitive  effects  to  be  clearly  outweighed  in  the  public 
interest  by  the  probable  effect  of  the  transaction  in 


meeting  the  convenience  and  needs  of  the  community 
to  be  served  Additionally,  the  Comptroller  is  directed 
to  consider  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions,  and  the  convenience  and  needs  of  the 
community  to  be  served.  When  necessary,  however, 
to  prevent  the  evils  attendant  upon  the  failure  of  a 
bank,  the  Comptroller  can  dispense  with  the  stan¬ 
dards  applicable  to  usual  acquisition  transactions  and 
need  not  consider  reports  on  the  competitive  effects  of 
the  transaction  ordinarily  solicited  from  the  Depart¬ 
ment  of  Justice  and  other  banking  agencies.  He  is 
authorized  in  such  circumstances  to  act  immediately 
in  his  sole  discretion  to  approve  such  a  transaction 
and  to  authorize  its  immediate  consummation. 

The  proposed  acquisition  will  be  in  accord  with  all 
pertinent  provisions  of  the  National  Bank  Act  and  will 
prevent  a  disruption  of  banking  services  to  the  Hol¬ 
yoke  community.  Assuming  Bank  has  sufficient  finan¬ 
cial  resources,  and  this  acquisition  will  enable  it  to 
enhance  the  banking  services  offered  in  the  Holyoke 
community 

The  Comptroller  finds  that  the  anticompetitive  effects 
of  the  proposed  transaction,  if  any,  are  clearly  out¬ 
weighed  in  the  public  interest  by  the  probable  effect  of 
the  proposed  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served  For  these 
reasons,  the  Assuming  Bank’s  application  to  assume 
certain  liabilities  and  purchase  certain  assets  of  Farm¬ 
ers,  as  set  forth  in  the  agreement,  is  approved  The 
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Comptroller  further  finds  that  the  failure  of  Farmers 
requires  him  to  act  immediately,  as  contemplated  by 
the  Bank  Merger  Act,  to  prevent  disruption  of  banking 
services  to  the  community,  and  the  Comptroller  thus 
waives  publication  of  notice,  dispenses  with  solicita¬ 
tion  of  competitive  reports  from  other  agencies,  and 
authorizes  the  transaction  to  be  consummated  imme¬ 
diately. 

By  accepting  approval  and  by  consummating  the 
purchase  and  assumption  transaction,  Assuming 
Bank  agrees  to  be  bound  by  the  following  conditions: 

1  An  initial  minimum  ratio  of  primary  capital  to  total 
assets  of  no  less  than  five  percent  (5%).  The  amount  of 
intangible  assets  which  may  be  included  in  capital  for 


purposes  of  this  assessment  is  limited  to  not  more 
than  twenty-five  percent  (25%)  of  tangible  primary 
capital. 

2.  Achieve  within  two  (2)  years  and  thereafter  main¬ 
tain  a  ratio  of  primary  capital  to  total  assets  that 
complies  with  the  Comptroller's  minimum  capital  ade¬ 
quacy  guidelines. 

These  conditions  shall  be  deemed  to  be  "conditions 
imposed  in  writing  by  the  agency  in  connection  with 
the  granting  of  any  application  or  other  request"  within 
the  meaning  of  12  USC  1818(b)(1). 

December  7,  1984 

Due  to  the  emergency  nature  of  the  situation,  a  report 
was  not  requested  from  the  Department  of  Justice. 


THE  FIRST  UNITED  NATIONAL  BANK, 

Fryburg,  Pa.,  and  One  Branch  of  The  First  National  Bank  of  Pennsylvania,  Meadville,  Pa. _ 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets  /n  j0  pe 

operation  operated 

One  Branch  of  The  First  National  Bank  of  Pennsylvania,  Meadville,  Pa.  (12),  with . 

was  purchased  December  8.  1984,  by  The  First  United  National  Bank,  Fryburg,  Pa.  (9480),  which 

had . 

After  the  purchase  was  effected,  the  receiving  bank  had . 


$  3,093,000  1  - 

31,567,000  1  - 

34,660,000  _  2 


COMPTROLLER'S  DECISION 

On  September  17,  1984.  an  application  was  filed  with 
the  Office  of  the  Comptroller  of  the  Currency  by  The 
First  United  National  Bank.  Fryburg,  Pa.  (First  United), 
to  purchase  the  assets  and  assume  the  liabilities  of  the 
Oil  City  branch  of  The  First  National  Bank  of  Pennsyl¬ 
vania,  Meadville,  Pa  (FNB).  The  application  is  based 
upon  an  agreement  executed  by  the  proponents  on 
July  16,  1984 

First  United,  an  independent  unit  bank,  had  total 
deposits  of  $27  million  as  of  March  31,1 984  As  of  the 
same  date  FNB’s  Oil  City  branch  had  total  deposits  of 

$4  million 

The  proponents  currently  do  not  compete  in  the  rele¬ 
vant  geographic  market  and  therefore  consummation 
of  the  proposal  will  not  have  a  significant  effect  on 
competition  in  the  relevant  geographic  market  The 
relevant  geographic  market  for  this  proposal  is  Oil  City 
and  *  he  c  jrroundmg  area  where  FNB  s  Oil  City  branch 
acg  jires  the  bulk  of  its  deposits  First  United's  sole 
office  s  m  an  adjacent  county  more  than  15  miles 


distant;  it  does  not  operate  in  or  obtain  a  significant 
amount  of  deposits  from  the  relevant  market.  Accord¬ 
ingly,  consummation  of  this  proposal  will  merely  sub¬ 
stitute  one  competitor  in  the  market  for  another. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served."  The  financial  and  managerial  resources  of 
both  banks  are  satisfactory.  The  future  prospects  of 
the  buying  bank  are  considered  favorable,  as  are  the 
expected  effects  of  the  proposal  on  the  convenience 
and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 
We  have  reviewed  this  proposal  pursuant  to  the  Bank 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 


Merger  Act  and  find  that  it  does  not  significantly 
lessen  competition  in  the  relevant  market.  Other  fac¬ 
tors  considered  in  evaluating  this  proposal  are  satis¬ 
factory.  Accordingly,  the  application  is  approved. 
November  5,  1984 

*  * 


We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 

* 


THE  FIRST  NATIONAL  BANK  OF  CROOKSTON, 

Crookston,  Minn.,  and  First  American  Bank  of  Crookston,  Crookston,  Minn.,  and  State  Bank  of  Shelly,  Shelly, 
Minn. 


Names  of  banks  and  type  of  transaction 


Total  assets 


The  First  National  Bank  of  Crookston,  Crookston,  Minn.  (2567),  with .  $  59,807,000 

and  First  American  Bank  of  Crookston,  Crookston,  Minn.,  which  had .  43,186,000 

and  State  Bank  of  Shelly,  Shelly,  Min.,  which  had .  11,420,000 

merged  December  10,  1984,  under  charter  of  the  former  and  title  of  "The  First  American  National 

Bank  of  Crookston."  The  merged  bank  at  date  of  merger  had .  1 14,413,000 


Banking  offices 

In  To  be 

operation  operated 


1 

1 

1 


2 


This  transaction  was  processed  under  new  proce¬ 
dures  the  OCC  has  implemented  for  corporate  reorga¬ 
nization  transactions.  No  decision  was  issued. 


A  copy  of  the  Summary  of  Report  by  Attorney  General 
was  not  available  at  press  time. 


*  *  * 


UNIVERSITY  BANK  OF  WICHITA, 

Wichita,  Kans.,  and  Charter  Bank,  National  Association,  Wichita,  Kans. 


Names  of  banks  and  type  of  transaction 


Total 
assets ' 


Banking  offices 

In  To  be 

operation  operated 


University  Bank  of  Wichita,  Wichita,  Kans.,  with .  $4,700,000  1 

was  purchased  December  11,  1984,  by  Charter  Bank,  National  Association,  Wichita,  Kans.  (20646), 

which  had .  500.000  0 

After  the  purchase  was  effected,  the  receiving  bank  had .  .  1 


COMPTROLLER  S  DECISION 

On  December  11,  1984,  application  was  made  to  the 
Comptroller  of  the  Currency  to  grant  prior  written 
approval  for  Charter  Bank,  National  Association,  Wich¬ 
ita,  Kans.  (Assuming  Bank),  to  purchase  certain  as¬ 
sets  and  assume  certain  liabilities  of  University  Bank 
of  Wichita,  Wichita,  Kans.  (University).  The  application 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing 
bank  and  from  the  September  30,  1984,  report  of  condition  for  the 
operating  bank  Information  as  of  date  of  consummation  was  not 
available  at  press  time 


rests  upon  an  agreement,  incorporated  herein  by 
reference  the  same  as  if  fully  set  forth,  negotiated 
between  the  Assuming  Bank  and  the  Federal  Deposit 
Insurance  Corporation  (FDIC)  as  receiver  of  Universi¬ 
ty.  For  reasons  set  forth  below,  the  application  is 
hereby  approved  and  the  Assuming  Bank  is  autho¬ 
rized  to  consummate  the  purchase  and  assumption 
transaction  immediately 

At  the  close  of  business  on  December  7.  1984 
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University  had  total  assets  of  approximately  $5  million. 
The  bank  was  declared  insolvent  by  the  Kansas  State 
Banking  Commissioner  on  December  11,  1984,  and 
was  placed  in  the  hands  of  the  FDIC  as  receiver.  The 
Comptroller  has  now  been  asked  to  grant  his  written 
approval  of  the  proposed  agreement  negotiated  be¬ 
tween  the  FDIC  and  Assuming  Bank  by  which  the 
latter  would  purchase  certain  assets  and  assume 
certain  liabilities  of  University. 

Under  the  Bank  Merger  Act,  12  USC  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assump¬ 
tion  transaction  which  would  have  certain  proscribed 
anticompetitive  effects  unless  he  finds  these  anticom¬ 
petitive  effects  to  be  clearly  outweighed  in  the  public 
interest  by  the  probable  effect  of  the  transaction  in 
meeting  the  convenience  and  needs  of  the  community 
to  be  served  Additionally,  the  Comptroller  is  directed 
to  consider  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions,  and  the  convenience  and  needs  of  the 
community  to  be  served  When  necessary,  however, 
to  prevent  the  evils  attendant  upon  the  failure  of  a 
bank,  the  Comptroller  can  dispense  with  the  stan¬ 
dards  applicable  to  usual  acquisition  transactions  and 
need  not  consider  reports  on  the  competitive  effects  of 
the  transaction  ordinarily  solicited  from  the  Depart¬ 
ment  of  Justice  and  other  banking  agencies.  He  is 
authorized  in  such  circumstances  to  act  immediately 
in  his  sole  discretion  to  approve  such  a  transaction 
and  to  authorize  its  immediate  consummation 

The  proposed  acquisition  will  be  in  accord  with  all 
pertinent  provisions  of  the  National  Bank  Act  and  will 
prevent  a  disruption  of  banking  services  to  the  Wichita 
community  Assuming  Bank  has  sufficient  financial 
resources,  and  this  acquisition  will  enable  it  to  en¬ 
hance  the  banking  services  offered  in  the  Wichita 
community. 


The  Comptroller  finds  that  the  anticompetitive  effects 
of  the  proposed  transaction,  if  any,  are  clearly  out¬ 
weighed  in  the  public  interest  by  the  probable  effect  of 
the  proposed  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served  For  these 
reasons,  the  Assuming  Bank's  application  to  assume 
certain  liabilities  and  purchase  certain  assets  of  Uni¬ 
versity,  as  set  forth  in  the  agreement,  is  approved  The 
Comptroller  further  finds  that  the  failure  of  University 
requires  him  to  act  immediately,  as  contemplated  by 
the  Bank  Merger  Act,  to  prevent  disruption  of  banking 
services  to  the  community;  and  the  Comptroller  thus 
waives  publication  of  notice,  dispenses  with  solicita¬ 
tion  of  competitive  reports  from  other  agencies,  and 
authorizes  the  transaction  to  be  consummated  imme¬ 
diately. 

By  accepting  approval  and  by  consummating  the 
purchase  and  assumption  transaction,  Assuming 
Bank  agrees  to  be  bound  by  the  following  conditions; 

1.  An  initial  minimum  ratio  of  primary  capital  to  total 
assets  of  no  less  than  five  percent  (5%).  The  amount  of 
intangible  assets  which  may  be  included  in  capital  for 
purposes  of  this  assessment  is  limited  to  not  more 
than  twenty-five  percent  (25%)  of  tangible  primary 
capital. 

2.  Achieve  within  two  (2)  years  and  thereafter  main¬ 
tain  a  ratio  of  primary  capital  to  total  assets  that 
complies  with  the  Comptroller’s  minimum  capital  ade¬ 
quacy  guidelines. 

These  conditions  shall  be  deemed  to  be  “conditions 
imposed  in  writing  by  the  agency  in  connection  with 
the  granting  of  any  application  or  other  request"  within 
the  meaning  of  12  USC  1818(b)(1). 

December  1 1 ,  1984 

Due  to  the  emergency  nature  of  the  situation,  a  report 
was  not  requested  from  the  Department  of  Justice. 
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BARNETT  BANK  OF  SOUTH  FLORIDA,  NATIONAL  ASSOCIATION, 
Miami,  Fla.,  and  Great  American  Bank  of  Dade  County,  Miami,  Fla. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


Barnett  Bank  of  South  Florida,  National  Association,  Miami,  Fla.  (13828),  with .  $2,452,350,000  49 

Great  American  Bank  of  Dade  County,  Miami,  Fla.,  which  had .  103,259,000  2 

consolidated  December  14,  1984,  under  charter  and  title  of  the  former.  The  consolidated  bank  at 

date  of  consolidation  had .  2,555,609.000  _  51 


This  transaction  was  processed  under  new  proce-  A  copy  of  the  Summary  of  Report  by  Attorney  General 
dures  the  OCC  has  implemented  for  corporate  reorga-  was  not  available  at  press  time, 
nization  transactions.  No  decision  was  issued. 


*  *  * 


FLORIDA  NATIONAL  BANK 

Jacksonville,  Fla.,  and  Lighthouse  National  Bank,  Jupiter,  Fla. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Florida  National  Bank,  Jacksonville,  Fla.  (8320),  with .  $4,652,000,000 

and  Lighthouse  National  Bank,  Jupiter,  Fla.  (16455),  which  had .  43,000,000 

merged  December  15,  1984,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had .  4,652,000,000 


Banking  offices 


In  To  be 

operation  operated 


143 

5 


148 


This  transaction  was  processed  under  new  proce-  A  copy  of  the  Summary  of  Report  by  Attorney  General 
dures  the  OCC  has  implemented  for  corporate  reorga-  was  not  available  at  press  time, 
nization  transactions.  No  decision  was  issued. 


*  *  * 


THE  MERCHANTS  NATIONAL  BANK  OF  ALLENTOWN, 
Allentown,  Pa.,  and  Tri-County  Bank,  Bowmanstown,  Pa. 


Names  of  banks  and  type  of  transaction 


Total  assets  * 


Tri-County  Bank,  Bowmanstown,  Pa.,  with .  $  74,873,000 

and  The  Merchants  National  Bank  of  Allentown,  Allentown,  Pa.  (6645),  which  had .  813,427.000 


merged  December  15,  1984,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 
merger  had . 


Banking  offices 


In  To  be 

operation  operated 


6 

28 


34 


COMPTROLLER’S  DECISION 

On  August  13,  1984,  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency  for  prior 
authorization  to  merge  Tri-County  Bank,  Bowmans¬ 
town,  Pa  (Tri-County),  into  The  Mechants  National 
Bank  of  Allentown,  Allentown,  Pa.  (Merchants  Bank) 

*  Asset  figures  are  from  the  September  30,  1984,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


This  application  is  based  on  an  agreement  finalized 
between  the  proponents  on  June  19,  1984 

As  of  March  31,  1984,  Merchants  Bank  had  total 
deposits  of  $708  million  and  operated  28  offices  in 
Lehigh  and  Northampton  Counties  Merchants  Bank  is 
a  wholly  owned  subsidiary  of  Merchants  Bancorp,  Inc 
(Bancorp),  a  multibank  holding  company  with  consoli- 
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dated  deposits  of  $932  million  Bancorp  operates  25 
banking  offices  in  Lehigh  County  and  12  in  Northamp¬ 
ton  County 

As  of  the  same  date,  Tri-County,  an  independent 
bank,  had  total  deposits  of  $67  million  and  operated 
six  offices  in  Lehigh,  Carbon  and  Northampton  Coun¬ 
ties 

There  are  two  relevant  geographic  markets  for  this 
proposal  the  greater  Allentown-Bethlehem  area  and 
southern  Carbon  County  Within  the  greater  Allentown- 
Bethlehem  area,  there  are  ten  commercial  banks 
holding  total  market  deposits  of  $2.2  billion.  Mer¬ 
chants  Bank  is  the  second  largest  with  a  22  percent 
market  share,  Tri-County  is  the  smallest  with  a  1 
percent  share.  After  consummation,  Merchants  Bank 
will  remain  the  second  largest  bank  in  the  market. 
Among  the  eight  remaining  banks  (excluding  Mer¬ 
chants  Bank)  in  the  market  will  be  offices  of  four  of  the 
state's  ten  largest  commercial  banking  organizations, 
including  the  two  largest.  The  competitive  importance 
of  these  organizations  is  significant  and  not  adequate¬ 
ly  measured  by  their  local  market  shares.  Further, 
although  not  included  in  the  above  analysis,  there  are 
seven  thrift  institutions,  including  the  state's  largest, 
holding  market  deposits  of  $400  million.  Based  on  the 
above  analysis,  this  Office  finds  that  consummation  of 
this  proposal  will  not  have  a  significantly  adverse 
effect  on  competition  in  the  Allentown-Bethlehem  mar¬ 
ket. 

The  proponents  do  not  compete  in  the  southern  Car¬ 
bon  County  market  and  therefore  consummation  of  the 
proposal  will  not  have  a  significant  effect  on  competi¬ 
tion  in  this  market.  Merchants  Bank  does  not  operate 


any  offices  in  this  market  and  its  closest  office  is 
approximately  10  miles  distant.  Accordingly,  consum¬ 
mation  of  this  proposal  will  merely  substitute  one 
competitor  in  the  market  for  another 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served."  We  find  the  financial  and  managerial 
resources  of  the  Merchants  Bank  and  Tri-County  to  be 
satisfactory.  The  future  prospects  of  the  proponents, 
individually  and  combined,  are  considered  favorable, 
although  the  larger  resulting  bank  is  expected  to 
provide  a  wider  range  of  banking  services. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act  and  find  that  it  does  not  significantly 
lessen  the  competition  in  the  relevant  markets.  Other 
factors  considered  in  evaluating  this  proposal  are 
satisfactory  Accordingly,  the  application  is  approved, 
subject  to  the  condition  noted  in  a  separate  communi¬ 
cation  to  Merchants  Bank. 

November  13,  1984 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


*  *  * 


FIRST  NATIONAL  BANK  OF  AKRON, 

Akron,  Ohio,  and  The  Twinsburg  Banking  Company,  Twinsburg,  Ohio 


Banking  offices 

Names  of  banks  and  type  of  transaction 

Total  assets 

In 

operation 

To  be 
operated 

First  National  Bank  of  Akron,  Akron,  Ohio  (14579)  with . 

and  The  Twinsburg  Banking  Company,  Twinsburg,  Ohio  which  had 

merged  on  December  21 .  1984  under  charter  and  title  of  the  former  The  merged  bank  at  date  of 

$1,229,592,000 

11,807,000 

1,241,399,000 

37 

5 

42 

This  transaction  was  processed  under  new  proce-  A  copy  of  the  Summary  of  Report  by  Attorney  General 
dures  the  OCC  has  implemented  for  corporate  reorga-  was  not  available  at  press  time 
nization  transactions  No  decision  was  issued. 


FIRST  SECURITY  BANK  OF  SANDWICH, 

Sandwich,  III.,  and  First  National  Bank  of  Sandwich,  Sandwich,  III. 


Names  of  banks  and  type  of  transaction 


Total  assets  ‘ 


Banking  offices 

In  To  be 

operation  operated 


First  Security  Bank  of  Sandwich,  Sandwich,  III.,  with  .  $13,422,000  1 

was  purchased  December  22,  1984,  by  First  National  Bank  of  Sandwich,  Sandwich,  III.  (20662), 

which  had .  593,000  0 

After  the  purchase  was  effected,  the  receiving  bank  had .  .  1 


COMPTROLLER’S  DECISION 

On  December  22,  1984,  application  was  made  to  the 
Comptroller  of  the  Currency  to  grant  prior  written 
approval  for  First  National  Bank  of  Sandwich,  Sand¬ 
wich,  III.  (Assuming  Bank),  to  purchase  certain  assets 
and  assume  certain  liabilities  of  First  Security  Bank  of 
Sandwich,  Sandwich,  III.  (Security).  The  application 
rests  upon  an  agreement,  incorporated  herein  by 
reference  the  same  as  if  fully  set  forth,  negotiated 
between  the  Assuming  Bank  and  the  Federal  Deposit 
Insurance  Corporation  (FDIC)  as  receiver  of  Security. 
For  reasons  set  forth  below,  the  application  is  hereby 
approved  and  the  Assuming  Bank  is  authorized  to 
consummate  the  purchase  and  assumption  transac¬ 
tion  immediately. 

At  the  close  of  business  on  December  31,  1983, 
Security  had  total  assets  of  approximately  $13  million. 
The  bank  was  declared  insolvent  by  the  Illinois  State 
Banking  Commissioner  on  December  22,  1984,  and 
was  placed  in  the  hands  of  the  FDIC  as  receiver.  The 
Comptroller  has  now  been  asked  to  grant  his  written 
approval  of  the  proposed  agreement  negotiated  be¬ 
tween  the  FDIC  and  Assuming  Bank  by  which  the 
latter  would  purchase  certain  assets  and  assume 
certain  liabilities  of  Security. 

Under  the  Bank  Merger  Act,  12  USC  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assump¬ 
tion  transaction  which  would  have  certain  proscribed 
anticompetitive  effects  unless  he  finds  these  anticom¬ 
petitive  effects  to  be  clearly  outweighed  in  the  public 
interest  by  the  probable  effect  of  the  transaction  in 
meeting  the  convenience  and  needs  of  the  community 
to  be  served.  Additionally,  the  Comptroller  is  directed 
to  consider  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions,  and  the  convenience  and  needs  of  the 
community  to  be  served.  When  necessary,  however, 
to  prevent  the  evils  attendant  upon  the  failure  of  a 
bank,  the  Comptroller  can  dispense  with  the  stan¬ 
dards  applicable  to  usual  acquisition  transactions  and 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing 
bank  and  from  the  September  30,  1984,  report  of  condition  for  the 
operating  bank  Information  as  of  date  of  consummation  was  not 
available  at  press  time 


need  not  consider  reports  on  the  competitive  effects  of 
the  transaction  ordinarily  solicited  from  the  Depart¬ 
ment  of  Justice  and  other  banking  agencies.  He  is 
authorized  in  such  circumstances  to  act  immediately 
in  his  sole  discretion  to  approve  such  a  transaction 
and  to  authorize  its  immediate  consummation. 

The  proposed  acquisition  will  be  in  accord  with  all 
pertinent  provisions  of  the  National  Bank  Act  and  will 
prevent  a  disruption  of  banking  services  to  the  Sand¬ 
wich  community.  Assuming  Bank  has  sufficient  finan¬ 
cial  resources,  and  this  acquisition  will  enable  it  to 
enhance  the  banking  services  offered  in  the  Sandwich 
community. 

The  Comptroller  finds  that  the  anticompetitive  effects 
of  the  proposed  transaction,  if  any,  are  clearly  out¬ 
weighed  in  the  public  interest  by  the  probable  effect  of 
the  proposed  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  For  these 
reasons,  the  Assuming  Bank’s  application  to  assume 
certain  liabilities  and  purchase  certain  assets  of  Se¬ 
curity,  as  set  forth  in  the  agreement,  is  approved.  The 
Comptroller  further  finds  that  the  failure  of  Security 
requires  him  to  act  immediately,  as  contemplated  by 
the  Bank  Merger  Act,  to  prevent  disruption  of  banking 
services  to  the  community;  and  the  Comptroller  thus 
waives  publication  of  notice,  dispenses  with  solicita¬ 
tion  of  competitive  reports  from  other  agencies,  and 
authorizes  the  transaction  to  be  consummated  imme¬ 
diately. 

By  accepting  approval  and  by  consummating  the 
purchase  and  assumption  transaction,  Assuming 
Bank  agrees  to  be  bound  by  the  following  conditions 

1.  An  initial  minimum  ratio  of  primary  capital  to  total 
assets  of  no  less  than  five  percent  (5%)  The  amount  of 
intangible  assets  which  may  be  included  in  capital  for 
purposes  of  this  assessment  is  limited  to  not  more 
than  twenty-five  percent  (25%)  of  tangible  primary 
capital 

2.  Achieve  within  two  (2)  years  and  thereafter  main¬ 
tain  a  ratio  of  primary  capital  to  total  assets  that 
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complies  with  the  Comptroller  s  minimum  capital  ade¬ 
quacy  guidelines 

These  conditions  shall  be  deemed  to  be  "conditions 
imposed  in  writing  by  the  agency  in  connection  with 
the  granting  of  any  application  or  other  request"  within 


the  meaning  of  12  USC  1818(b)(1). 

December  22,  1984 

Due  to  the  emergency  nature  of  the  situation,  a  report 
was  not  requested  from  the  Department  of  Justice 


BANK  OF  NITRO, 

Nitro,  W.  Va.,  and  Bank  of  Nitro,  National  Association,  Nitro,  W.  Va. 


Banking  offices 

Names  of  banks  and  type  of  transaction 

Total  assets 

In 

To  be 

operation 

operated 

$47,609,000 

1 

and  Bank  of  Nitro,  National  Association,  Nitro,  W.  Va.  (18336),  which  had . 

240,000 

0 

merqed  December  27,  1 984,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 

47,609,000 

1 

This  transaction  was  processed  under  new  proce-  A  copy  of  the  Summary  of  Report  by  Attorney  General 
dures  the  OCC  has  implemented  for  corporate  reorga-  was  not  available  at  press  time, 
mzation  transactions.  No  decision  was  issued. 


*  *  * 


BARNETT  BANK  OF  JACKSONVILLE,  NATIONAL  ASSOCIATION, 
Jacksonville,  Fla.,  and  Barnett  Bank  of  St.  Johns  County,  St.  Augustine,  Fla. 


Banking  offices 

Names  of  banks  and  type  of  transaction 

Total  assets 

In 

operation 

To  be 
operated 

Barnett  Bank  of  Jacksonville.  National  Association,  Jacksonville,  Fla.  (9049),  with . 

and  Barnett  Bank  of  St.  Johns  County,  St  Augustine.  Fla.,  which  had 

consolidated  December  31,  1984,  under  charter  and  title  of  the  former.  The  consolidated  bank  at 

$942,469,000 

15,917,000 

958,386,000 

15 

1 

16 

This  transaction  was  processed  under  new  proce-  A  copy  of  the  Summary  of  Report  by  Attorney  General 
dures  the  OCC  has  implemented  for  corporate  reorga-  was  not  available  at  press  time, 
mzation  transactions  No  decision  was  issued. 


*  *  * 
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CENTERRE  BANK  OF  NORTH  KANSAS  CITY,  N.A., 

North  Kansas  City,  Mo.,  and  Centerre  Bank  of  Liberty,  N.A.,  Liberty,  Mo. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Centerre  Bank  of  North  Kansas  City,  N.A.,  North  Kansas  City,  Mo.  (13690),  with .  $  78,546,000 

and  Centerre  Bank  of  Liberty,  N.A.,  Liberty,  Mo.  (3712),  which  had .  49,409,000 

merged  December  31,  1984,  under  charter  of  the  former  and  title  of  "Centerre  Bank  Northland 

N.A."  The  merged  bank  at  date  of  merger  had  .  127,955,000 


Banking  offices 

In  To  be 

operation  operated 


2 

2 


4 


This  transaction  was  processed  under  new  proce-  A  copy  of  the  Summary  of  Report  by  Attorney  General 
dures  the  OCC  has  implemented  for  corporate  reorga-  was  not  available  at  press  time, 
nization  transactions.  No  decision  was  issued. 


*  *  * 


THE  COMMERCIAL  NATIONAL  BANK  OF  TIFFIN, 

Tiffin,  Ohio,  and  The  Commercial  Bank  &  Savings  Company,  Fostoria,  Ohio 


Names  of  banks  and  type  of  transaction 


Total  assets  * 


Banking  offices 

In  To  be 

operation  operated 


The  Commercial  Bank  &  Savings  Company,  Fostoria,  Ohio,  with .  $  59,815,000  2  _ 

and  The  Commercial  National  Bank  of  Tiffin,  Tiffin,  Ohio  (7795),  which  had .  119,724,000  3  _ 

merged  December  31 ,  1 984,  under  charter  of  latter  and  with  the  title  "Commercial  National  Bank.” 

The  merged  bank  at  date  of  merger  had .  .  5 


COMPTROLLER'S  DECISION 

On  October  4,  1984,  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency  to  grant  prior 
written  approval  for  The  Commercial  Bank  &  Savings 
Company,  Fostoria,  Ohio  (Commercial  Savings),  to 
merge  with  and  into  The  Commercial  National  Bank  of 
Tiffin,  Tiffin,  Ohio  (Commercial  National),  under  the 
charter  of  the  latter  and  with  the  title  of  "Commercial 
National  Bank.” 

Commercial  National  is  the  largest  of  nine  commercial 
banks  operating  in  Seneca  County,  Ohio,  controlling 
approximately  27  percent  of  the  county's  total  depos¬ 
its.  As  of  June  30,  1984,  Commercial  National  had 
approximately  $94  million  in  deposits  and  $1 13  million 
in  total  assets.  The  bank  operates  two  branches  and  a 
main  office,  all  located  in  Tiffin,  Ohio  Commercial 
Savings  is  the  third  largest  bank  operating  in  Seneca 
County.  As  of  June  30,  1 984,  Commercial  Savings  had 
approximately  $54  million  in  deposits  and  $60  million 
in  total  assets.  The  bank  operates  two  offices  in 
Fostoria,  Ohio,  one  in  Bascom  and  one  in  New  Riegel. 


*  Asset  figures  are  from  the  September  30,  1984,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


Both  banks  operate  in  Seneca  County,  Ohio,  which  is 
located  approximately  30  miles  to  the  southeast  of 
Toledo.  Commercial  National’s  service  area  consists 
of  central  Seneca  County  with  the  greatest  portion  of 
its  deposits  concentrated  in  and  around  the  munici¬ 
pality  of  Tiffin.  Due  to  the  close  proximity  of  Fostoria  to 
the  Seneca/Wood  and  Seneca/Hancock  county  lines, 
the  service  area  of  Commercial  Savings  consists  of 
the  western  portion  of  Seneca  County  and  portions  of 
the  contiguous  Counties  of  Wood  and  Hancock.  The 
service  area  of  Commercial  Savings  constitutes  the 
relevant  geographic  market  for  the  proposal.  Although 
some  overlap  exists  between  the  markets  served  by 
the  two  banks,  an  analysis  of  deposits  by  ZIP  code 
indicates  that  the  overlap  is  not  significant  Tiffin  and 
Fostoria  are  separated  by  a  distance  of  15  miles  and 
the  closest  offices  of  the  two  banks  are  8  miles  apart 
For  the  most  part,  Commercial  National  Bank  and 
Commercial  Savings  serve  different  markets. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“.  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served  "  The  financial  and  managerial  resources 
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and  future  prospects  of  both  banks  are  considered 
satisfactory  The  future  prospects  of  the  resulting  bank 
appear  favorable,  as  does  its  ability  to  further  enhance 
its  competitiveness  in  the  market  and  serve  the  conve¬ 
nience  and  needs  of  its  customers, 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 


We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act  and  find  that  it  does  not  significantly 
lessen  competition  in  the  relevant  market  Other  fac¬ 
tors  considered  in  evaluating  this  proposal  are  satis¬ 
factory,  Accordingly,  the  application  is  approved 
November  30,  1984 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


FIRST  NATIONAL  BANK  OF  AKRON, 

Akron,  Ohio,  and  Exchange  Bank  Company,  Canal  Fulton,  Ohio 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets*  /n  To  be 

operation  operated 


Exchange  Bank  Company,  Canal  Fulton,  Ohio,  with . 

and  First  National  Bank  of  Akron,  Akron,  Ohio  (14579),  which  had . 

merged  December  31,  1984,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 
merger  had . 


$  21,783,000  2  - 

1,189,361,000  36  - 

_  38 


COMPTROLLER'S  DECISION 

On  September  5,  1984,  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency  for  authoriza¬ 
tion  to  merge  Exchange  Bank  Company,  Canal  Fulton, 
Ohio  (Exchange),  into  First  National  Bank  of  Akron, 
Akron,  Ohio  (FNB),  under  the  charter  and  title  of  the 
latter  The  application  is  based  upon  an  agreement 
finalized  between  the  two  banks  on  July  12,  1984. 

As  of  December  31,  1983,  FNB  had  approximately 
$1,161  million  in  total  assets  and  $975  million  in  total 
deposits  As  a  wholly  owned  subsidiary  of  First  Ban- 
corporation  of  Ohio,  FNB  operates  36  banking  offices 
in  Stark  and  Summit  counties  Exchange,  as  of  the 
same  date,  had  approximately  $20  million  in  total 
assets  and  $18  million  in  total  deposits.  Exchange 
operates  a  main  office  and  branch  in  Canal  Fulton, 
Ohio 

FNB  s  service  area  consists  of  Summit  County  in  its 
entirety  as  well  as  the  adjoining  towns  of  Canal  Fulton 
and  North  Canton  Most  of  this  area  comprises  the 
Akron  banking  market  FNB  is  the  largest  competitor  in 
'he  Akron  market  with  approximately  38  percent  of 

*  figures  are  frorr  ft  e  September  30  1984  report  of  condition 
•is  of  dafe  of  cons  jrnrnation  was  not  available  at  press 


market  deposits.  Exchange’s  service  area  and  the 
relevant  geographic  market  for  the  proposal  consists 
of  Canal  Fulton  and  the  surrounding  area,  including: 
Massillon,  North  Lawrence,  North  Canton  and  Canton. 
Within  the  defined  service  area,  Exchange  derives 
more  than  80  percent  of  its  deposits. 

FNB  and  Exchange  are  direct  competitors  in  the 
defined  relevant  geographic  market.  Their  combina¬ 
tion  would  result  in  the  elimination  of  some  direct 
competition;  however,  FNB  and  Exchange  compete  in 
a  market  which  is  dominated  by  much  larger  competi¬ 
tors.  Within  the  relevant  geographic  market,  nine 
banks  compete  for  approximately  $700  million  in  de¬ 
posits  FNB  and  Exchange  are  the  seventh  and  eighth 
largest  competitors  accounting  for  9  and  2.5  percent 
of  market  deposits,  respectively.  Upon  consummation 
of  the  transaction,  the  resulting  bank  will  remain  as  the 
market's  seventh  largest  competitor  and  market  con¬ 
centration  will  not  be  changed  appreciably 

The  market  in  which  FNB  and  Exchange  compete  is 
located  approximately  halfway  between  the  metropoli¬ 
tan  banking  markets  of  Akron  and  Canton  These 
markets  can  be  characterized  as  competitive  Driving 
distances  between  the  relevant  geographic  market 


and  both  the  Akron  and  Canton  banking  markets,  are 
such  that  the  banking  services  and  products  of  both 
are  readily  available.  In  our  view,  any  anticompetitive 
aspects  of  the  proposal  are  mitigated  by  the  proximity 
of  the  Akron  and  Canton  banking  markets.  For  the 
reasons  enumerated,  approval  of  the  application  will 
not  be  significantly  adverse  to  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served."  The  future  prospects  of  the  resulting  bank 
appear  favorable  as  does  its  ability  to  further  enhance 
its  competitiveness  in  the  market  and  serve  the  conve¬ 
nience  and  needs  of  its  customers. 

A  review  of  the  record  of  this  application  and  other 


information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  banks’  records  of  helping  to  meet  the  credit  needs 
of  their  entire  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act  and  find  that  it  will  not  lessen  competition 
in  the  relevant  market  Other  factors  considered  in 
evaluating  the  proposal  are  satisfactory  Accordingly, 
the  application  is  approved. 

November  30,  1984 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


FIRST  NATIONAL  BANK  IN  ELBERTON, 

Elberton,  Ga.,  and  The  American  Bank,  Bowman,  Ga. 


Names  of  banks  and  type  of  transaction 


Total  assets  * 


Banking  offices 

In  To  be 

operation  operated 


The  American  Bank,  Bowman,  Ga.,  with .  $  9,251,000  2  - 

and  First  National  Bank  in  Elberton,  Elberton,  Ga.  (14061),  which  had .  64,250,000  2  - 

merged  December  31 ,  1 984,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 

had .  .  4 


COMPTROLLER  S  DECISION 

On  September  25,  1984,  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency  for  prior 
written  authorization  to  merge  the  American  Bank, 
Bowman,  Ga.  (American  Bank),  into  First  National 
Bank  in  Elberton,  Elberton,  Ga.  (FNB),  under  the 
charter  and  title  of  the  latter.  The  application  is  based 
upon  an  agreement  finalized  between  the  two  banks 
on  September  12,  1984. 

As  of  June  30,  1984,  FNB  had  approximately  $60 
million  in  deposits  and  $66  million  in  total  assets.  The 
bank  operates  a  main  office  and  branch  in  Elberton, 
Ga.  As  of  the  same  date,  American  Bank  had  approxi¬ 
mately  $8  million  in  deposits  and  $9  million  in  total 
assets.  American  Bank  operates  a  main  office  in 
Bowman  and  a  branch  office  in  Elberton 

FNB  and  American  Bank  both  operate  in  Elbert  Coun¬ 

*  Asset  figures  are  from  the  September  30,  1 984,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


ty,  Ga.  FNB's  service  area  consists  of  the  Town  of 
Elberton  and  the  immediately  surrounding  area.  Amer¬ 
ican  Bank's  service  area  and  the  relevant  geographic 
market  for  the  proposal  consists  of  the  Town  of  Bow¬ 
man  and  the  immediately  surrounding  area.  The  mar¬ 
kets  of  the  two  banks  are  contiguous.  In  total,  they 
encompass  most  of  Elbert  County 

An  analysis  of  deposit  and  loan  accounts  conducted 
by  the  applicants  indicates  that  there  is  no  significant 
overlap  in  their  primary  service  areas,  i.e.,  that  area 
from  which  they  derive  at  least  75  percent  of  deposits 
Although  American  Bank  operates  a  branch  office  in 
Elberton,  analysis  indicates  it  does  little  to  alter  the 
separateness  of  the  two  banks'  service  areas  The 
Elberton  Branch  of  American  Bank  was  established  in 
August,  1983  and  accounts  for  less  than  1  percent  of 
Elberton  market  deposits  American  Bank's  presence 
in  Elberton  is  inconsequential,  consummation  of  this 
proposal  will  not  materially  affect  the  degree  of  con¬ 
centration  in  Elberton 
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Although  consummation  of  the  transaction  will  result  in 
the  elimination  of  some  direct  competition,  American 
Bank  s  presence  in  Elberton  is  considered  to  be  de 
minimis  The  transaction  is  more  like  a  combination  of 
two  banks  with  separate  primary  service  areas.  Ac¬ 
cordingly,  consummation  of  the  transaction  will  not  be 
significantly  adverse  to  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served  .’’  The  financial  and  managerial  resources 
and  future  prospects  of  both  banks  are  considered 
satisfactory  The  future  prospects  of  the  resulting  bank 
appear  favorable  as  does  its  ability  to  further  enhance 
its  competitiveness  in  the  market  and  serve  the  conve¬ 
nience  and  needs  of  its  customers. 


A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  banks’  records  of  helping  to  meet  the  credit  needs 
of  their  entire  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act  and  find  that  it  will  not  lessen  competition 
in  the  relevant  market.  Other  factors  considered  in 
evaluating  this  proposal  are  satisfactory.  Accordingly, 
the  application  is  approved. 

November  30,  1984 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


THE  FIRST  NATIONAL  BANK  OF  MARYLAND, 

Baltimore,  Md.,  and  Frostburg  National  Bank,  Frostburg,  Md. 


Names  of  banks  and  type  of  transaction 


Total  assets' 


Banking  offices 

In  To  be 

operation  operated 


Frostburg  National  Bank,  Frostburg,  Md.  (13979),  with .  $  44,584,000  3  _ 

and  The  First  National  Bank  of  Maryland,  Baltimore,  Md.  (1413),  which  had .  3,759,164,000  166  _ 

merged  December  31,  1984,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 

merger  had .  .  169 


COMPTROLLER'S  DECISION 

On  September  25,  1984,  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency,  pursuant  to 
the  Bank  Merger  Act,  12  USC  1828(c),  for  prior 
authorization  to  merge  Frostburg  National  Bank,  Frost¬ 
burg,  Md  (Frostburg),  into  The  First  National  Bank  of 
Maryland,  Baltimore,  Md  (First).  The  application  is 
based  on  an  agreement  finalized  between  Frostburg 
and  First  on  July  17,  1984 

First  is  a  subsidiary  of  First  Maryland  Bancorp  and  is 
the  second  largest  commercial  bank  in  Maryland  As 
of  June  30,  1984,  First  had  total  assets  of  $3.7  billion 
and  total  deposits  of  $2  6  billion  and  operated  166 
offices  m  19  counties  throughout  the  state 

Frostburg  had  total  assets  of  $43  3  million  and  total 


*  Asset  f  g  j res  are  from  the  September  30.  1984  report  of  condition 
r  frj'rrri"  or  as  of  date  of  consummation  was  not  available  at  press 


deposits  of  $39.2  million  as  of  June  30,  1984,  and 
operated  three  offices  all  located  in  Frostburg,  Alle¬ 
gany  County,  Md. 

The  relevant  geographic  market  for  this  proposal  is  the 
City  of  Frostburg,  which  is  Frostburg’s  primary  service 
area,  and  the  areas  of  Allegany  and  Garrett  counties 
immediately  surrounding  Frostburg,  the  secondary 
service  area.  First  does  not  operate  any  offices  in  the 
primary  service  area  and  generates  only  18  percent  of 
its  deposits  in  the  Frostburg  area  In  the  secondary 
service  area  of  Allegany  and  Garrett  counties,  direct 
competition  between  Frostburg  and  First  is  de  mini¬ 
mus.  First  operates  eight  offices  in  this  area,  all  in 
Allegany  County  and  mostly  clustered  in  the  Cumber¬ 
land  area,  9  miles  east  of  Frostburg.  First’s  nearest 
office  is  5  miles  from  Frostburg  Only  3  4  percent  of 
First’s  deposits  in  Allegany  and  Garrett  Counties  origi¬ 
nate  in  Frostburg’s  primary  service  area  Frostburg’s 
share  of  deposits  in  its  primary  and  secondary  mar- 


174 


kets  is  only  4.3  percent  of  all  depository  institutions,  81 
percent  of  which  is  drawn  from  Frostburg. 

The  mountainous  terrain  in  the  Frostburg  area  of 
western  Maryland  can  be  considered  a  mitigating 
factor  to  any  direct  competition  which  may  exist  be¬ 
tween  First  and  Frostburg.  Consequently,  this  merger 
will  merely  replace  one  competitor  in  the  market  with 
another  and  will  not  have  a  significantly  adverse  effect 
on  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served.”  The  financial  and  managerial  resources  of 
both  banks  are  satisfactory  and  future  prospects  of 
the  combined  entity  are  good.  The  merger  will  provide 
Frostburg  with  expanded  services  which  will  enable  it 
to  compete  more  effectively  and  to  provide  a  more 
complete  range  of  banking  services  to  meet  the  needs 
and  conveniences  of  its  community. 


A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act  and  find  that  it  does  not  significantly 
lessen  competition  in  the  relevant  market.  Other  fac¬ 
tors  considered  in  evaluating  this  proposal  are  satis¬ 
factory.  Accordingly,  the  application  is  approved 
November  30,  1984 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


*  * 


MBANK  ALAMO,  NATIONAL  ASSOCIATION, 

San  Antonio,  Tex.,  and  San  Antonio  Bank  &  Trust  Company,  San  Antonio,  Tex. 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets  /n  j0  ^ e 

operation  operated 

San  Antonio  Bank  &  Trust  Company,  San  Antonio,  Tex.,  with .  $104,488,000 

and  MBank  Alamo,  National  Association,  San  Antonio,  Tex.  (4525),  which  had  .  685,042.000  1 

merged  December  31,  1984,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 

merger  had .  789.530,000  -  2 


COMPTROLLER’S  DECISION 

San  Antonio  Bank  and  Trust  Company  and  The  Alamo 
National  Bank  are  majority  owned  and  controlled  by 
MCorp,  a  registered  bank  holding  company.  This 
proposed  merger  is  a  corporate  reorganization  which 
would  have  no  effect  on  competition. 

A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions  and  the  convenience  and  needs  of  the 
community  to  be  served  has  disclosed  no  reason  why 
this  application  should  not  be  approved. 

The  record  of  this  application  and  other  information 


available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  reveals  no  evidence  that  the  banks' 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger 
December  28,  1984 

A  copy  of  the  Summary  of  Report  by  Attorney  General 
was  not  available  at  press  time 

*  * 
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NCNB  NATIONAL  BANK  OF  FLORIDA, 

Tampa,  Fla.,  and  NCNB  National  Bank  of  Florida,  Jacksonville,  Fla. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


NCNB  National  Bank  of  Florida,  Tampa,  Fla.  (17775),  with .  $4,714,091,000  138  _ 

and  NCNB  National  Bank  of  Florida,  Jacksonville,  Fla.  (18022),  which  had .  97,804,000  1  - 

merged  December  31,  1984,  under  charier  and  title  of  the  former  The  merged  bank  at  date  of 

merger  had .  4,808,506,000  _  139 


This  transaction  was  processed  under  new  proce¬ 
dures  the  OCC  has  implemented  for  corporate  reorga¬ 
nization  transactions  No  decision  was  issued. 


A  copy  of  the  Summary  of  Report  by  Attorney  General 
was  not  available  at  press  time. 


II.  Mergers  consummated  involving  a  single  operating  bank. 

Because  of  space  limitations,  the  Quarterly  Journal  will  no  longer  carry  the  Comptroller’s  Decision  or  the  Summary 
of  Report  by  Attorney  General  for  transactions  involving  a  single  operating  bank  if  the  standard  text  below  is  used 
The  OCC  has  implemented  new  procedures  for  processing  corporate  reorganization  transactions  Some  of  these 
mergers  were  approved  under  the  new  procedures  and  no  decision  was  issued 


COMPTROLLER'S  DECISION 

*  *  *  Bank  is  being  organized  by  *  *  *,  a  bank  holding 
company.  The  merger  of  *  *  *  Bank  into  *  *  *  (orga¬ 
nizing)  Bank  is  a  part  of  a  process  whereby  *  *  * 
(holding  company),  will  acquire  100  percent  (less 
directors'  qualifying  shares)  of  *  *  *  Bank.  The  merger 
is  a  vehicle  for  a  bank  holding  company  acquisition 
and  combines  a  non-operating  bank  with  an  existing 
commercial  bank.  As  such,  it  presents  no  competitive 
issues  under  the  Bank  Merger  Act,  12  USC  1828(c). 

The  financial  and  managerial  resources  of  both  propo¬ 
nents  and  the  future  prospects  of  the  resulting  bank 
are  favorable.  After  the  merger,  the  resulting  bank  will 
be  in  the  position  to  draw  on  the  financial  and  mana¬ 
gerial  resources  of  its  new  corporate  parent.  This  will 
permit  it  to  more  effectively  serve  the  convenience  and 
needs  of  its  community. 

A  review  of  the  record  of  this  application  and  other 


information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicant’s  record  of  helping  to  meet  the  credit 
needs  of  the  entire  community,  including  low  and 
moderate  income  neighborhoods,  is  less  than  satis¬ 
factory. 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act  for  the  applicants  to  proceed  with 
the  proposed  merger. 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

The  proposed  merger  is  part  of  a  plan  through  which 
the  *  *  *  Bank  would  become  a  subsidiary  of  *  *  *,  a 
bank  holding  company.  The  instant  transaction  would 
merely  combine  an  existing  bank  with  a  non-operating 
institution;  as  such,  and  without  regard  to  the  acquisi¬ 
tion  of  the  surviving  bank  by  *  *  *  (holding  company), 
it  would  have  no  effect  on  competition. 


HUNTINGTON  NATIONAL  BANK, 

Huntington  Beach,  Calif.,  and  Interim  National  Bank,  Huntington  Beach,  Calif. 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets  /n  j0  be 

operation  operated 


Huntington  National  Bank,  Huntington  Beach,  Calif.  (17224),  with .  $40,600,823  2 

and  Interim  Huntington  National  Bank,  Huntington  Beach,  Calif.  (17224),  which  had  .  240,012  0 

merged  July  12,  1984,  under  charier  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had .  40,600,835  -  2 

The  resulting  bank  is  a  subsidiary  of  HNB  Financial  Group,  Huntington  Beach,  Calif. 


*  *  * 
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VENTURA  COUNTY  NATIONAL  BANK, 

Oxnard,  Calif  .  and  Ventura  County  Interim  National  Bank,  Oxnard,  Calif. 


Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets  ’  /n  jQ  be 

operation  operated 


Ventura  County  National  Bank,  Oxnard,  Calif.  (17507),  with .  $36,711,000  2 

and  Ventura  County  Interim  National  Bank,  Oxnard,  Calif.  (1 7507),  which  had .  240,000  0  - 

merged  September  12,  1984,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 

date  of  merger  had .  .  2 

The  resulting  bank  is  a  subsidiary  of  Ventura  County  National  Bancorp,  Oxnard,  Calif. 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  June  30.  1984,  report  of  condition  for  the  operating 
bank  Information  as  of  date  of  consummation  was  not  available  at  press  time 

*  *  * 


VALLEY  NATIONAL  BANK  OF  OREGON, 

Forest  Grove,  Oreg.,  and  Interim  Valley  National  Bank  of  Oregon,  Forest  Grove,  Oreg. 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets'  /n  To  be 

operation  operated 

Valley  National  Bank  of  Oregon,  Forest  Grove,  Oreg.  (8554),  with .  $54,268,000  2 

and  Interim  Valley  National  Bank  of  Oregon,  Forest  Grove,  Oreg.  (8554),  which  had .  240,000  0 

merged  September  13,  1984,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 

date  of  merger  had .  .  2 

The  resulting  bank  is  a  subsidiary  of  Valley  National  Corporation,  Forest  Grove.  Oreg. 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  June  30,  1984,  report  of  condition  for  the  operating 
bank  Information  as  of  date  of  consummation  was  not  available  at  press  time 

*  *  * 


LOS  ALAMOS  NATIONAL  BANK, 

Los  Alamos,  N.M.,  and  The  National  Bank  of  Los  Alamos,  Los  Alamos,  N.M. 


Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets'  j0  be 

operation  operated 

Los  Alamos  National  Bank,  Los  Alamos,  N.M  (15108),  with  .  $73,711,000  3 

and  The  National  Bank  of  Los  Alamos,  Los  Alamos.  N.M.  (15108),  which  had .  1,000,000  0 

merged  September  25,  1984,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 

date  of  merger  had  .  .  3 

The  resulting  bank  is  a  subsidiary  of  Trinity  Capital  Corporation,  Los  Alamos,  N.M 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  June  30.  1984,  report  of  condition  for  the  operating 
bank  Information  as  of  date  of  consummation  was  not  available  at  press  time 


*  *  * 


FIRST  AND  PEOPLES  NATIONAL  BANK, 

Gallatin,  Tenn.,  and  FPB  Interim  National  Bank,  Gallatin,  Tenn. 


Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets"  /n  j0  be 

operation  operated 

First  and  Peoples  National  Bank,  Gallatin,  Tenn.  (5545),  with  $46,484,000  2 

and  FPB  Interim  National  Bank.  Gallatin,  Tenn.  (5545),  which  had .  120,000  0 

merged  September  30,  1 984.  under  charter  of  latter  and  title  of  the  former.  The  merged  bank  at  date 

of  merger  had  .  .  2 

•  Asset *  1  g  jres  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  June  30  1984  report  of  condition  for  the  operating 
bank  information  as  of  date  of  consummation  was  not  available  at  press  time 


*  *  * 
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THE  CITIZENS  NATIONAL  BANK  OF  BOWLING  GREEN, 

Bowling  Green,  Ky.,  and  Kentucky  Southern  National  Bank,  Bowling  Green,  Ky. 


Names  of  banks  and  type  of  transaction 

Total  assets 

Banking  offices 

In  To  be 

operation  operated 

The  Citizens  National  Bank  of  Bowling  Green,  Bowling  Green,  Ky.  (5900)  with . 

and  Kentucky  Southern  National  Bank,  Bowling  Green,  Ky.  (5900)  which  had . 

merged  October  1 ,  1 984  under  charter  of  latter  and  title  of  the  former.  The  merged  bank  at  the  date 
of  meraer  had  . 

$124,647,000 

240,000 

124,647,000 

6 

0 

6 

The  resulting  bank  is  a  subsidiary  of  Kentucky  Southern  Bancorp,  Inc.  Bowling  Green,  Ky. 

*  *  * 


THE  FIRST  NATIONAL  BANK  AND  TRUST  COMPANY  OF  KEARNY, 

Kearny,  N.J.,  and  Second  National  Bank  of  Kearny,  Kearny,  N.J. 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets  /n  jQ  be 

operation  operated 

The  First  National  Bank  and  Trust  Company  of  Kearny,  Kearny,  N.J.  (8627),  with  .  $180,600,000  9  - 

and  Second  National  Bank  of  Kearny,  Kearny,  N.J.  (8627),  which  had .  120,000  0 

merged  October  1 ,  1 984,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date 

of  merger  had .  180,600,000  -  9 


*  *  * 


THE  OLD  POINT  NATIONAL  BANK  OF  PHOEBUS, 

Hampton,  Va.,  and  Old  Point  Bank,  National  Association,  Hampton,  Va. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


The  Old  Point  National  Bank  of  Phoebus,  Hampton,  Va.  (12267),  with .  $105,000,000  7  - 

and  Old  Point  Bank,  National  Association,  Hampton,  Va.  (12267),  which  had .  240,000  0 

merged  October  1 , 1 984,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date 

of  merger  had .  105,000,000  - 


*  *  * 


THE  QUAKERTOWN  NATIONAL  BANK, 

Quakertown,  Pa.,  and  Quakertown  Interim  National  Bank,  Quakertown,  Pa. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


The  Quakertown  National  Bank,  Quakertown,  Pa.  (2366),  with . 

and  Quakertown  Interim  National  Bank,  Quakertown,  Pa.  (2366),  which  had 

merged  October  1 ,  1 984,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date 

of  merger  had . 


$110,986,000  3 

120,000  0 

110,936,000  _ 


3 


*  *  * 


179 


THE  NATIONAL  BANK  OF  GREENWOOD. 

Greenwood,  Ind  ,  and  Greenwood  Interim  National  Bank,  Greenwood,  Ind. 


Names  of  banks  and  type  of  transaction 

Total  assets 

Banking  offices 

In  To  be 

operation  operated 

The  National  Bank  of  Greenwood  Greenwood  Ind  (14292),  with  . 

$131,707,000 

4 

and  Greenwood  Interim  National  Bank,  Greenwood,  Ind.  (14292),  which  had . 

merged  October  5,  1984,  under  charter  of  latter  and  title  of  former.  The  merged  bank  at  date  of 
merger  had.  ...  . 

120,000 

131,707,000 

0 

4 

The  resulting  bank  is  a  subsidiary  of  NBG  Financial  Corporation,  Greenwood,  Ind 

*  *  * 


THE  NATIONAL  BANK  OF  LOGAN, 

Logan,  W.  Va.,  and  Interim  National  Bank  of  Logan,  Logan,  W.  Va. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


The  National  Bank  of  Logan,  Logan,  W.  Va.  (13954),  with .  $121,257,000  1  - 

and  Interim  National  Bank  of  Logan,  Logan,  W.  Va.  (13954),  which  had .  60,000  0  - 

consolidated  October  8,  1984,  under  charter  of  the  latter  and  title  of  the  former.  The  consolidated 

bank  at  date  of  consolidation  had .  121,257,000  -  1 


*  *  * 


FIRST  NATIONAL  BANK  OF  LAFOLLETTE, 

LaFollette,  Tenn.,  and  LaFollette  Interim  Bank,  National  Association,  LaFollette,  Tenn. 


Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets  jQ  be 

operation  operated 


First  National  Bank  of  LaFollette,  LaFollette,  Tenn.  (7225),  with .  $45,987,000  2  - 

and  LaFollette  Interim  Bank,  National  Association,  LaFollette,  Tenn.  (7225),  which  had .  120,000  0  - 

merged  October  1 2,  1 984,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date 

of  merger  had .  45.987,000  -  2 


*  *  * 


THE  MERCHANTS  NATIONAL  BANK  OF  SHENANDOAH, 
Shenandoah,  Pa.,  and  M.S.  National  Bank,  Shenandoah,  Pa. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


The  Merchants  National  Bank  of  Shenandoah,  Shenandoah,  Pa.  (4546),  with  $38,812,000  1 

and  M  S  National  Bank,  Shenandoah,  Pa.  (4546),  which  had  120,000  0 


merged  October  1 5,  1 984,  under  charier  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date 

of  merger  had  . 


38,812,000 


1 


THE  FIRST  NATIONAL  BANK  OF  MANCHESTER, 

Manchester,  Tenn.,  and  First  National  Interim  Bank,  Manchester,  Tenn. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  assets  ' "  To  be 

operation  operated 


The  First  National  Bank  of  Manchester,  Manchester,  Tenn.  (5528),  with . 

and  First  National  Interim  Bank,  Manchester,  Tenn.  (5528),  which  had . 

merged  October  30,  1 984,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date 
of  merger  had . 


$42,522,000 

120,000 


42,522,000 


3 

0 


3 


*  *  * 


AMOSKEAG  NATIONAL  BANK  &  TRUST  COMPANY, 

Manchester,  N.H.,  and  New  Amoskeag  National  Bank,  Manchester,  N.H. 


Names  of  banks  and  type  of  transaction 

Total  assets 

Banking  offices 

In  To  be 

operation  operated 

Amoskeag  National  Bank  &  Trust  Company,  Manchester,  N.H.  (574),  with . 

and  New  Amoskeag  National  Bank,  Manchester,  N.H.  (574),  which  had . 

merged  October  31,  1984,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 
date  of  merger  had . 

$166,952,000 

240,000 

166,952,000 

1 1 

0 

11 

% 

*  *  * 


THE  FIRST  NATIONAL  BANK  OF  FINDLAY, 

Findlay,  Ohio,  and  FTB  Eighth  National  Bank,  Findlay,  Ohio 


Banking  offices 

Names  of  banks  and  type  of  transaction 

Total  assets 

In 

To  be 

operation 

operated 

The  First  National  Bank  of  Findlay,  Findlay,  Ohio  (36)  with . 

and  FTB  Eighth  National  Bank,  Findlay,  Ohio  (36)  which  had . 

merged  October  31,  1984  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 

$185,183,000 

120,000 

185,303,000 

5 

0 

5 

The  resulting  bank  is  a  subsidiary  of  Fifth  Third  Bancorp,  Cincinnati,  Ohio. 

*  *  * 


NATIONAL  BANK  OF  MONTICELLO, 

Monticello,  III.,  and  Monticello  National  Bank,  Monticello,  III. 


Names  of  banks  and  type  of  transaction 

Total  assets 

Banking  offices 

In  To  be 

operation  operated 

$69,371,756 

1 

National  DanK  ut  ivioniicoiio,  ivionuctjiiu,  in.  ^  iooooj,  wun  . 

60,000 

0 

ano  MOnliceiio  National  DanK,  iviuniiL/Oiiu,  hi.  y  i  jooj/,  winwrnaa 

merged  October  31,  1985,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 

69,371,756 

1 

The  resulting  bank  is  a  subsidiary  of  Central  Financial  Group,  Inc.,  Monticello,  III. 

*  *  * 
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THE  ONEIDA  VALLEY  NATIONAL  BANK, 

Oneida,  N  Y  ,  and  The  New  Oneida  Valley  National  Bank,  Oneida,  N  Y. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


The  Oneida  Valley  National  Bank,  Oneida,  N  Y,  (1090),  with .  $80,990,000  6  _ 

and  The  New  Oneida  Valley  National  Bank,  Oneida,  N.Y.  (1090),  which  had .  120,000  0 

merged  October  31,1 984,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date 

of  merger  had .  80,990,000  _  6 


*  *  * 


THE  UNITED  NATIONAL  BANK  &  TRUST  COMPANY, 
Canton,  Ohio,  and  UNB,  National  Association,  Canton,  Ohio 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


The  United  National  Bank  &  Trust  Company,  Canton,  Ohio  (14501),  with  .  $189,942,000  11  _ 

and  UNB,  National  Association,  Canton,  Ohio  (14501),  which  had .  240,000  0  _ 

merged  October  31,  1984,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 

date  of  merger  had  .  189,942,000  _  11 

The  resulting  bank  is  a  subsidiary  of  UNB  Corp.,  Canton,  Ohio. 


*  *  * 


FIRST  AND  OCEAN  NATIONAL  BANK  OF  NEWBURYPORT, 
Newburyport,  Mass.,  and  First  and  Ocean  Bank,  N.A.,  Newburyport,  Mass. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


First  and  Ocean  National  Bank  of  Newburyport,  Newburyport,  Mass.  (101 1),  with .  $24,984,000  1  _ 

and  First  and  Ocean  Bank,  N.A.,  Newburyport,  Mass.  (1011),  which  had .  120,000  0  _ 

merged  November  1,  1984,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 

date  bf  merger  had .  24,984,000  -  1 


*  *  * 


AMERICAN  NATIONAL  BANK  OF  BRUNSWICK, 

Brunswick,  Ga.,  and  American  National  Interim  Bank,  Brunswick,  Ga. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


American  National  Bank  of  Brunswick,  Brunswick,  Ga.  (14483),  with .  $130,256,000 

and  American  National  Interim  Bank,  Brunswick,  Ga.  (14483),  which  had .  120,000 

merged  November  20,  1 984,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 

date  of  merger  had  .  130,256,000 


6 

0 


6 


*  *  * 
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CITIZENS  NATIONAL  BANK  OF  SOUTHINGTON, 
Plantsville,  Conn.,  and  NBI  National  Bank,  Plantsville,  Conn. 


Names  of  banks  and  type  of  transaction 

Total  assets 

Banking  offices 

In  To  be 

operation  operated 

Citizens  National  Bank  of  Southington,  Plantsville,  Conn.  (15549),  with . 

$56,407,000 

120.000 

3 

0 

merged  November  30,  1984,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 
Hotp  of  mprnpr  had  . 

56,407,000 

3 

*  *  * 


THE  FIRST  NATIONAL  BANK  IN  SYLACAUGA, 

Sylacauga,  Ala.,  and  First  Sylacauga  Interim  Bank,  National  Association,  Sylacauga,  Ala. 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets *  /n  j0  ^ e 

operation  operated 

The  First  National  Bank  in  Sylacauga,  Sylacauga,  Ala.  (7484),  with  $48,390,000  1 

and  First  Sylacauga  Interim  Bank,  National  Association,  Sylacauga,  Ala.  (7484).  which  had .  120,000  0 

merged  December  1,  1984,  under  charter  of  latter  and  title  of  former.  The  merged  bank  at  date  of 

merger  had .  .  1 

'Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  September  30.  1984,  report  of  condition  for  the 
operating  bank  Information  as  of  date  of  consummation  was  not  available  at  press  time 


*  *  * 


THE  CARLINVILLE  NATIONAL  BANK, 

Carlinville,  III.,  and  C.N.B.  Bank,  Carlinville,  III.  _ 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets *  /n  j0  be 

operation  operated 

The  Carlinville  National  Bank,  Carlinville,  III.  (4299),  with .  $78,787,000  1 

and  C.N.B.  Bank,  Carlinville,  III.  (4299),  which  had .  60,000  0 

merged  December  1 5,  1 984,  under  charter  of  latter  and  with  title  of  former.  The  merged  bank  at  date 

of  merger  had .  .  1 

The  resulting  bank  is  a  subsidiary  of  Carlinville  National  Bank  Shares,  Inc. 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  September  30.  1984,  report  of  condition  for  the 
operating  bank  Information  as  of  date  of  consummation  was  not  available  at  press  time 

*  *  * 


CHERRY  RIVER  NATIONAL  BANK, 

Richwood,  W.  Va.,  and  CR  National  Bank,  Inc.  (Interim),  Richwood,  W.  V a.  _ 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets  /n  jQ  be 

operation  operated 


Cherry  River  National  Bank,  Richwood,  W.  Va.  (13627),  with . 

and  CR  National  Bank,  Inc.  (Interim),  Richwood,  W.  Va.  (13627),  which  had 

merged  December  17,  1984,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 

date  of  merger  had . 


$27,974,000 

60.000 


27,975,000 


1 

0 


1 


*  *  * 
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THE  AMERICAN  NATIONAL  BANK  OF  BEAVER  DAM, 

Beaver  Dam,  Wis.,  and  ANBB  National  Bank,  Beaver  Dam,  Wis. 


Names  of  banks  and  type  of  transaction 


Total  assets 


The  American  National  Bank  of  Beaver  Dam,  Beaver  Dam,  Wis.  (4602)  with .  $62,426,000 

and  ANBB  National  Bank,  Beaver  Dam,  Wis.  (4602)  which  had .  120,000 

merged  December  20,  1984  under  charter  of  the  latter  and  the  title  of  former.  The  merged  bank  at 

date  of  merger  had .  62,546.000 

The  resulting  bank  is  subsidiary  of  Ambanc  Financial  Services,  Inc.,  Beaver  Dam,  Wis. 


Banking  offices 

In  To  be 

operation  operated 


2 

0 


2 


*  *  * 


MORGANFIELD  NATIONAL  BANK, 

Morganfield,  Ky.,  and  MN  National  Bank,  Morganfield,  Ky. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Morganfield  National  Bank,  Morganfield,  Ky.  (7490)  with .  $69,111,000 

and  MN  National  Bank,  Morganfield,  Ky.  (7490)  which  had .  60,000 

merged  on  December  21,1 984  under  charter  of  the  latter  and  the  title  of  former.  The  merged  bank 

at  date  of  merger  had  .  69,1 1 1 ,000 

The  resulting  bank  is  a  subsidiary  of  Morganfield  National  Service  Corp.,  Morganfield,  Ky. 


Banking  offices 


In  To  be 

operation  operated 


5 

0 


5 


*  *  * 


THE  THIRD  NATIONAL  BANK  OF  ASHLAND, 

Ashland,  Ky.,  and  TNB,  National  Association,  Ashland,  Ky. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


The  Third  National  Bank  of  Ashland,  Ashland,  Ky.  (12293)  with .  $166,665,000  6  - 

and  TNB.  National  Association,  Ashland,  Ky.  (12293)  which  had .  120,000  0  - 

consolidated  on  December  21 ,  1 984  under  charter  and  title  of  the  former.  The  consolidated  bank  at 

date  of  consolidation  had  .  166,665,000  -  6 

The  resulting  bank  is  a  subsidiary  of  First  Kentucky  National  Corporation,  Louisville,  Ky. 


*  *  * 


UNITED  NATIONAL  BANK, 

Convoy,  Ohio,  and  Metro  United  National  Bank,  Convoy,  Ohio 


Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets  in  j0  ^ e 

operation  operated 

United  National  Bank,  Convoy,  Ohio  (801 7)  with .  $33,837,000  4  - 

and  Metro  United  National  Bank,  Convoy,  Ohio  (8017)  which  had .  60,000  0  - 

consolidated  December  21 ,  1984  under  charter  and  title  of  the  former.  The  consolidated  bank  at 

date  of  consolidation  had  .  33,837,000  -  4 

The  rec  iting  bank  is  a  subsidiary  of  Metropolitan  Bancorp,  Inc.,  Lima,  Ohio. 


*  *  * 
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FIRST  NATIONAL  BANK  OF  RUSSELLVILLE, 

Russellville,  Ark.,  and  Interim  First  National  Bank  of  Russellville,  Russellville,  Ark. 


Names  of  banks  and  type  of  transaction 

Total  assets 

Banking  offices 

In  To  be 

operation  operated 

$103,766,000 

1 

and  Interim  First  National  Bank  of  Russellville,  Russellville,  Ark.  (16272),  which  had . 

consolidated  December  26,  1984,  under  charter  of  the  latter  and  title  of  the  former.  The 

120,000 

103,886,000 

0 

1 

The  resulting  bank  is  a  subsidiary  of  First  Commercial  Corporation,  Little  Rock,  Ark. 

*  *  * 


FIRST  NATIONAL  BANK  OF  EFFINGHAM, 

Effingham,  III.,  and  Second  National  Bank  of  Effingham,  Effingham,  III. 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets  /n  j0  ^ e 

operation  operated 

First  National  Bank  of  Effingham,  Effingham,  III.  (4233)  with . 

and  Second  National  Bank  of  Effingham,  Effingham,  III.  (4233)  which  had . 

merged  December  28,  1984  under  the  charter  of  the  latter  and  the  title  of  the  former.  The  merged 

bank  at  date  of  merger  had . 

The  resulting  bank  is  a  subsidiary  of  South  Central  Illinois  Bancorp,  Inc.,  Effingham,  III. 


$83,598,000  1  - 

120,000  0  - 

83,598,000  _  1 


*  *  * 


FIRST  NATIONAL  BANK  OF  CARTHAGE, 

Carthage,  III.,  and  CNB  Bank,  National  Association,  Carthage,  III. 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets'  /n  j0  ^ e 

operation  operated 

First  National  Bank  of  Carthage,  Carthage,  III.  (14134),  with .  $24,562,000  1 

and  CNB  Bank,  National  Association,  Carthage,  III.  (14134),  which  had .  60.000  0 

merged  December  31,  1984,  under  charter  of  latter  and  with  title  of  former.  The  merged  bank  at 

date  of  merger  had .  .  1 

The  resulting  bank  is  a  subsidiary  of  First  Midwest  Bancorp,  Inc. 

'Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  September  30,  1984,  report  of  condition  for  the 
operating  bank  Information  as  of  date  of  consummation  was  not  available  at  press  time 

*  *  * 


FIRST  NATIONAL  BANK  OF  FENTON, 

Fenton,  Mich.,  and  First  National  Interim  Bank  of  Fenton,  Fenton,  Mich. 


Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets  /n  jQ  ^ e 

operation  operated 

First  National  Bank  of  Fenton,  Fenton,  Mich.  (15446)  with 
and  First  National  Interim  Bank  of  Fenton,  Fenton,  Mich.  (15446)  which  had 
consolidated  on  December  31 ,  1 984  under  charter  and  title  of  the  former.  The  consolidated  bank  at 

date  of  consolidation  had  . 

The  resulting  bank  is  subsidiary  of  FNB  Bancorp,  Inc.,  Fenton,  Mich 


$72,232,000 

120,000 


5 

0 


72,232,000 


*  *  * 
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FIRST  NATIONAL  BANK  OF  NEWTON  COUNTY, 

Covington,  Ga..  and  Interim  National  Bank  of  Newton  County,  Covington,  Ga. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


First  National  Bank  of  Newton  County,  Covington,  Ga.  (15148),  with .  $42,879,000  3  _ 

and  Interim  National  Bank  of  Newton  County,  Covington,  Ga.  (15148),  which  had .  876,000  0  _ 

merged  December  31 ,  1 984,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 

date  of  merger  had .  42.879.000  _  3 


*  *  * 


FIRST  NATIONAL  BANK  OF  SHELBYVILLE, 

Shelbyville,  Tenn.,  and  First  Shelbyville  Interim  National  Bank,  Shelbyville,  Tenn. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


First  National  Bank  of  Shelbyville,  Shelbyville,  Tenn.  (10785),  with .  $86,746,000  3  _ 

and  First  Shelbyville  Interim  National  Bank,  Shelbyville,  Tenn.  (10785),  which  had .  120,000  0  _ 

merged  December  31,  1984,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 

date  of  merger  had .  86,746,000  _  3 


*  *  * 


FIRST  NATIONAL  BANK  IN  WELLINGTON, 

Wellington,  Kans.,  and  First  Interim  National  Bank,  Wellington,  Kans. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  assets  /n  j0  ^ e 

operation  operated 


First  National  Bank  in  Wellington,  Wellington,  Kans.  (3091),  with .  $42,840,000  1 

and  First  Interim  National  Bank,  Wellington,  Kans.  (3091),  which  had .  120,000  0 

consolidated  December  31 , 1 984,  under  charter  of  the  latter  and  title  of  the  former.  The  consolidated 

bank  at  date  of  consolidation  had .  42.840,000  -  1 

The  resulting  bank  is  a  subsidiary  of  First  Financial  Corporation,  Wichita,  Kans. 


*  *  * 
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THE  FIRST  NATIONAL  BANK  AND  TRUST  COMPANY  OF  WHEELING, 
Wheeling,  W.  Va.,  and  First  National  Interim  Bank,  Wheeling,  W.  Va. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


The  First  National  Bank  and  Trust  Company  of  Wheeling,  Wheeling,  W.  Va.  (8983),  with .  $113,601,000  2 

and  First  National  Interim  Bank,  Wheeling,  W.  Va.  (8983),  which  had .  240,000  0 

merged  December  31 ,  1 984,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 

date  of  merger  had .  113,601,000  - 


2 


*  =t=  * 


THE  NATIONAL  BANK  OF  MONMOUTH, 

Monmouth,  III.,  and  Monmouth  City  National  Bank,  Monmouth,  III. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


The  National  Bank  of  Monmouth,  Monmouth,  III.  (4400)  with .  $64,335,000  1  - 

and  Monmouth  City  National  Bank,  Monmouth,  III.  (4400)  which  had .  120,000  0 

merged  on  December  31,  1984  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had .  64,335,000  -  1 

The  resulting  bank  is  a  subsidiary  of  West  Central  Illinois  Bancorp,  Inc.,  Monmouth,  III. 


*  *  * 
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19 

20 
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Comptrollers  of  the  Currency,  1863  to  the  present 


Name 

Date  of 
appointment 

Date  of 
resignation 

State 

McCulloch,  Hugh 

May  9  1863 

Mar  8.  1865 

Indiana 

Clarke,  Freeman  . 

Mar  21,  1865 

July  24  1866 

New  York 

Hulburd,  Hiland  R 

Feb  1,  1867 

Apr  3,  1872 

Ohio 

Knox,  John  Jay . 

Apr  25,  1872 

Apr  30  1884 

Minnesota 

Cannon,  Henry  W . 

May  12,  1884 

Mar  1.  1886 

Minnesota 

Trenholm,  William  L  . 

Apr  20,  1886 

Apr  30,  1889 

South  Carolina 

Lacey,  Edward  S . 

May  1,  1889 

June  30, 1892 

Michigan 

Hepburn,  A  Barton  . 

Aug  2,  1892 

Apr  25,  1893 

New  York 

Eckels.  James  H . 

Apr  26  1893 

Dec  31  1897 

Illinois 

Dawes,  Charles  G  . 

Jan  1 ,  1898 

Sept  30,  1901 

Illinois 

Ridgely,  William  Barret  . 

Oct,  1,  1901 

Mar  28,  1908 

Illinois 

Murray,  Lawrence  0 . 

Apr  27,  1908 

Apr  27,  1913 

New  York, 

Williams,  John  Skelton 

Feb  2,  1914 

Mar  2,  1921 

Virginia 

Crissinger,  D.  R 

Mar  17,  1921 

Apr  30,  1923 

Ohio 

Dawes,  Henry  M 

May  1,  1923 

Dec  17,  1924 

Illinois 

McIntosh,  Joseph  W . 

Dec  20,  1924 

Nov  20,  1928 

Illinois 

Pole,  John  W . 

Nov  21,  1928 

Sept  20,  1932 

Ohio 

O'Connor,  J,  F.  T . 

May  11,  1933 

Apr  16,  1938 

California 

Delano,  Preston . 

Oct  24,  1938 

Feb  15,  1953 

Massachusetts 

Gidney,  Ray  M . 

Apr  16,  1953 

Nov,  15,  1961 

Ohio 

Saxon,  James  J . 

Nov  16,  1961 

Nov.  15,  1966 

Illinois, 

Camp,  William  B  . 

Nov  16,  1966 

Mar  23,  1973 

Texas 

Smith,  James  E . 

July  5,  1973 

July  31 ,  1976 

South  Dakota. 

Heimann,  John  G 

July  21,  1977 

May  15,  1981 

New  York 

Oonovpr  C  T 

Dec  16,  1981 

California 
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Deputy  Comptrollers  of  the  Currency,  1863  to  1984 


Name 

Dates  of  tenure 

State 

Howard  Samuel  T  . 

May 

9,  1863 

Aug 

1,  1865 

New  York 

Hulburd  Hiland  R  . 

Aug 

1,  1865 

Jan 

31,  1867 

Ohio 

Knox  John  Hay  . 

Mar 

12,  1867 

Apr 

24  1872 

Minnesota 

Langworthy,  John  S  . 

Aug 

8  1872 

Jan 

3,  1886 

New  York 

Snyder,  VP  . 

Jan 

5,  1886 

Jan 

3,  1887 

New  York 

Abrahams,  J  O  . 

Jan 

27,  1887 

May 

25  1890 

Virginia 

IMixon,  R  V 

Aug 

11,  1890 

Mar 

16,  1893 

Indiana 

Tucker,  Oliver  P  .  . 

Apr 

7,  1893 

Mar 

11,  1896 

Kentucky 

Cotfm,  George  M 

Mar 

12,  1896 

Aug 

31,  1898 

South  Carolina 

Murray,  Lawrence  O  . 

Sept 

1,  1898 

June 

29.  1899 

New  York 

Kane  Thomas  P  . 

June 

29.  1899 

Mar 

2,  1923 

District  of  Columbia 

Fowler,  Willis  J . 

July 

1,  1908 

Feb 

14, 1927 

Indiana 

McIntosh  Joseph  W  .  . 

May 

21,  1923 

Dec 

19,  1924 

Illinois 

Collins,  Charles  W  . 

July 

1,  1923 

June 

30,  1927 

Illinois. 

Stearns,  E  W  . 

Jan 

6,  1925 

Nov 

30,  1928 

Virginia 

Await,  F  G  . 

July 

1,  1927 

Feb 

15,  1936 

Maryland 

Gough,  EH 

July 

6,  1927 

Oct 

16,  1941 

Indiana 

Proctor.  John  L . 

Dec 

1,  1928 

Jan 

23,  1933 

Washington 

Lyons  Gibbs  . 

Jan 

24,  1933 

Jan 

15,  1938 

Georgia 

Prentiss,  Jr ,  William  . 

Feb 

24,  1936 

Jan 

15,  1938 

Georgia 

Diggs,  Marshall  R  . 

Jan 

16.  1938 

Sept 

30,  1938 

Texas 

Oppegard,  G  J . 

Jan 

16  1938 

Sept 

30,  1938 

California 

Upham,  C  3  . 

Oct 

1,  1938 

Dec 

31,  1948 

Iowa 

Mulroney  A  J . 

May 

1,  1939 

Aug 

31,  1941 

Iowa 

McCandless,  R  B . 

July 

7,  1941 

Mar 

1,  1951 

Iowa 

Sedlacek.  L  H  . 

Sept 

1,  1941 

Sept 

30,  1944 

Nebraska 

Robertson,  J,  L . 

Oct 

1,  1944 

Feb 

17,  1952 

Nebraska 

Hudspeth,  J  W 

Jan 

1,  1949 

Aug 

31,  1950 

Texas 

Jennings,  LA  . 

Sept 

1,  1950 

May 

16,  1960 

New  York 

Taylor,  W  M  . 

Mar 

1.  1951 

Apr 

1, 1962 

Virginia 

Garwood,  GW  . 

Feb 

18.  1952 

Dec 

31,  1962 

Colorado 

Fleming.  Chapman  C . 

Sept 

15,  1959 

Aug 

31,  1962 

Ohio 

Haggard.  Hollis  S.  . 

May 

16,  1960 

Aug 

3,  1962 

Missouri 

Camp.  William  B 

Apr 

2,  1962 

Nov 

15,  1966 

Texas 

Redman,  Clarence  B 

Aug 

4  1962 

Oct 

26,  1963 

Connecticut 

Watson,  Justin  T 

Sept 

3,  1962 

July 

18,  1975 

Ohio. 

Miller,  Dean  E . 

Dec 

23,  1962 

Iowa 

DeShazo  Thomas  G 

Jan 

1,  1963 

Mar 

3,  1978 

Virginia 

Egertson.  R  Coleman 

July 

13,  1964 

June 

30,  1966 

Iowa 

Blanchard,  Richard  J . 

Sept 

1.  1964 

Sept 

26,  1975 

Massachusetts 

Park  Radcliffe 

Sept 

1,  1964 

June 

1, 1967 

Wisconsin 

Faulstich.  Albert  J . 

July 

19,  1965 

Oct 

26,  1974 

Louisiana. 

Motter,  David  C . 

July 

1,  1966 

Sept 

20,  1981 

Ohio 

Gwm,  John  D . 

Feb 

21,  1967 

Dec. 

31.  1974 

Mississippi. 

Howland,  Jr.W  A 

July 

5,  1973 

Mar 

27,  1978 

Georgia 

Mullin,  Robert  A  . 

July 

5,  1973 

Sept 

8,  1978 

Kansas 

Ream,  Joseph  M 

Feb 

2,  1975 

June 

30.  1978 

Pennsylvania 

Bloom,  Robert  . 

Aug 

31,  1975 

Feb 

28.  1978 

New  York 

Chotaro  Richard  D  . 

Aug 

31,  1975 

Nov. 

25,  1977 

Missouri 

Hall.  Charles  B 

Aug 

31,  1975 

Sept 

14  1979 

Pennsylvania 

Jones.  David  H  . 

Aug 

31,  1975 

Sept 

20,  1976 

Texas 

Murphy,  C  Westbrook . 

Aug 

31,  1975 

Dec 

30,  1977 

Maryland 

Selby,  H  Joe  . 

Aug 

31,  1975 

Texas 

Homan.  Paul  W  . 

Mar 

27,  1978 

Jan. 

21,  1983 

Nebraska 

Keefe  James  T 

Mar 

27,  1978 

Sept 

18,  1981 

Massachusetts 

Muckenfuss.  Cantwell  F  III  . 

Mar 

27,  1978 

Oct 

1,  1981 

Alabama 

Wood  Billy  C . 

Nov 

7,  1978 

Texas 

Longbrake,  William  A 

Nov 

8,  1978 

July 

9,  1982 

Wisconsin 

Odom,  Jr  ,  Lewis  G  . 

Mar 

21,  1979 

Nov 

16,  1980 

Alabama 

Martin,  William  E 

May 

22,  1979 

Apr 

4,  1983 

Texas 

Barefoot  Jo  Ann 

July 

13,  1979 

Sept 

5,  1982 

Connecticut 

Lord,  Charles  E 

Apr 

13,  1981 

Mar 

31,  1982 

Connecticut 

Bench,  Robert  R 

Mar 

21  1982 

Massachusetts 

Klmzmg,  Robert  R 

Mar 

21,  1982 

Aug 

21,  1983 

Connecticut 

Robertson  William  L . 

Mar 

21,  1982 

Texas 

Arnold  Doyle  L  . 

May 

2.  1982 

May 

12,  1984 

California 

Weiss,  Steven  J 

May 

2,  1982 

Pennsylvania 

Stephens.  Martha  B 

June 

1,  1982 

Georgia 

Stirnweis,  Craig  M 

Sept 

19,  1982 

Idaho 

Herrmann  Robert  J 

Jan 

1  1983 

Illinois 

Mancusi  Michael  A 

Jan 

1.  1983 

Maryland 

Marriott  Dean  S 

Jan 

1  1983 

Missouri 

Poole  Clifton  A  Jr 

Jan 

1,  1983 

North  Carolina 

Tay'or  Thomas  W 

Jan 

1  1983 

Ohio 

Boland  Jr  James  E 

Feb 

7,  1983 

Pennsylvania 

Fisher  Jerry 

Apr 

17.  1983 

Delaware 

Patnarca  Michael 

July 

10,  1983 

California 

//-Ison  Karen  J 

July 

17  1983 

New  Jersey 

//  nstead  Bobby  B 

Mar 

18  1984 

Texas 

Chew  David  L 

May 

2.  1984 

District  of  Columbia 

Branches *  of  national  banks,  by  states,  July  1  to  December  31,  1984 


Branches  in 
operation 

June  30.  1984 

De  novo  branches 
opened  for  business. 
July  1  to  December 
31.  1984 

Branches  acquired 
through  merger  or 
conversion.  July  1  to 
December  30.  1984 

Existing  branches 
discontinued  or 
consolidated 

July  1  to  December 
31.  1984 

Branches  in 
operation 

December  31.  1984 

Total  . 

21,836 

205 

94 

168 

21,967 

Alabama  . 

465 

19 

0 

0 

484 

Alaska  . 

88 

4 

0 

0 

92 

Arizona  . 

394 

3 

0 

0 

397 

Arkansas  . 

206 

1 

0 

1 

206 

California  . 

2,744 

33 

0 

51 

2,726 

Colorado  . 

45 

0 

0 

0 

45 

Connecticut  . 

336 

0 

0 

0 

336 

Delaware  . 

14 

0 

0 

0 

14 

District  of  Columbia 

167 

0 

0 

0 

167 

Florida  . 

1,316 

30 

28 

22 

1,332 

Georgia  . 

512 

19 

0 

6 

525 

Hawaii  . 

11 

0 

0 

0 

11 

Idaho  . 

191 

3 

0 

0 

193 

Illinois . 

271 

0 

0 

1 

270 

Indiana  . 

568 

1 

1 

568 

Iowa  . 

113 

0 

0 

1 

112 

Kansas  . 

82 

3 

0 

0 

85 

Kentucky  . 

279 

0 

0 

1 

278 

Louisiana . 

313 

0 

0 

0 

313 

Maine . 

90 

0 

0 

0 

90 

Maryland . 

538 

0 

0 

0 

538 

Massachusetts  . 

513 

0 

0 

0 

513 

Michigan  . 

983 

5 

0 

5 

983 

Minnesota  . 

126 

7 

0 

2 

131 

Mississippi  . 

311 

3 

14 

3 

325 

Missouri  . 

103 

8 

0 

0 

111 

Montana . 

10 

1 

0 

0 

1 1 

Nebraska . 

65 

12 

0 

3 

74 

Nevada  . 

96 

0 

0 

0 

96 

New  Hampshire  . . . . 

110 

0 

0 

0 

110 

New  Jersey . 

1,086 

0 

0 

0 

1,086 

New  Mexico  . 

128 

0 

0 

0 

128 

New  York  . 

2,013 

0 

0 

0 

2,013 

North  Carolina  . 

997 

4 

0 

1 

1,000 

North  Dakota 

29 

1 

0 

0 

30 

Ohio  . 

1,660 

14 

10 

34 

1,650 

Oklahoma  . 

63 

1 

0 

0 

64 

Oregon . 

359 

1 

0 

0 

360 

Pennsylvania . 

1,560 

0 

0 

2 

1,558 

Rhode  Island  . 

107 

0 

0 

0 

107 

South  Carolina  . 

410 

8 

0 

25 

393 

South  Dakota 

100 

0 

0 

0 

100 

Tennessee 

447 

4 

28 

0 

479 

Texas  . 

48 

0 

0 

0 

48 

Utah 

179 

0 

0 

0 

179 

Vermont  . 

52 

0 

0 

0 

52 

Virginia . 

714 

8 

14 

8 

728 

Washington 

634 

0 

0 

0 

634 

West  Virginia . 

62 

12 

0 

0 

74 

Wisconsin  . 

128 

0 

0 

1 

127 

Wyoming . 

0 

0 

0 

0 

0 

*  Does  not  include  CBCT  or  foreign  branches  For  those  branches  see  pp  194-195 
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CBCT  branches'  of  national  banks,  by  states,  July  1  to  December  31,  1984 


Branches 
m  operation 

June  30, 

1984 

De  novo  branches 
opened  for  business , 
July  1  to  December 
31,  1984 

Branches  acquired 
through  merger  or 
conversion. 

July  1  to  December 
31.  1984 

Existing  branches 
discontinued  or 
consolidated. 

July  1  to  December 
31,  1984 

Branches  m 
operation 

December  31  1 984 

Total 

2,931 

107 

0 

6 

3,032 

Alabama 

42 

4 

0 

0 

46 

AiasKa 

6 

0 

0 

0 

6 

Arizona 

21 

0 

0 

0 

21 

Arkansas 

17 

0 

0 

0 

17 

California 

76 

15 

0 

0 

91 

Colorado 

60 

0 

0 

0 

60 

Connecticut 

18 

0 

0 

0 

18 

Delaware 

36 

0 

0 

0 

36 

District  of  Columbia 

6 

0 

0 

0 

6 

Florida 

133 

16 

0 

0 

149 

Georgia 

64 

8 

0 

0 

72 

Hawaii 

0 

0 

0 

0 

0 

Idaho 

3 

0 

0 

0 

3 

Illinois 

98 

0 

0 

0 

98 

Indiana 

30 

1 

0 

0 

31 

Iowa 

97 

7 

0 

0 

104 

Kansas 

71 

4 

0 

0 

75 

Kentucky 

23 

0 

0 

0 

23 

Louisiana 

31 

0 

0 

0 

31 

Maine 

76 

0 

0 

0 

76 

Maryland 

31 

0 

0 

0 

31 

Massachusetts 

176 

0 

0 

0 

176 

Michigan 

150 

4 

0 

0 

154 

Minnesota 

76 

9 

0 

0 

85 

Mississippi 

6 

0 

0 

0 

6 

Missouri 

5 

0 

0 

0 

5 

Montana 

26 

1 

0 

0 

27 

Nebraska 

149 

4 

0 

0 

153 

Nevada 

24 

0 

0 

0 

24 

New  Hampshire 

4 

0 

0 

0 

4 

New  Jersey 

27 

0 

0 

0 

27 

New  Mexico 

7 

0 

0 

0 

7 

New  York 

270 

0 

0 

0 

270 

North  Carolina 

38 

4 

0 

0 

42 

North  Dakota 

19 

1 

0 

0 

20 

Ohio 

156 

3 

0 

0 

1 59 

Oklahoma 

200 

0 

0 

0 

200 

Oregon 

8 

0 

0 

0 

8 

Pennsylvania 

165 

0 

0 

0 

1 65 

Rhode  Island 

3 

0 

0 

0 

3 

South  Carolina 

42 

1 

0 

4 

39 

South  Dakota 

16 

2 

0 

0 

18 

Tennessee 

74 

8 

0 

2 

80 

Texas 

174 

0 

0 

0 

174 

Utah 

6 

0 

0 

0 

6 

Vermont 

0 

0 

0 

0 

0 

Virginia 

34 

0 

0 

0 

34 

Washington 

15 

0 

0 

0 

15 

West  Virginia 

47 

12 

0 

0 

59 

Wisconsin 

75 

3 

0 

0 

78 

Wyoming 

0 

0 

0 

0 

0 

’  Customer  bank  communications  terminal  branches 
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Federal  branches  and  agencies  of  foreign  banks,  by  state 
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Applications  for  national  bank  charters,  calendar  1984 


De  novo 

State-chartered 
banks  converted 
to  national  banks 

Approved 

Rejected 

Charters 

issued 

Total 

244 

38 

265 

16 

Alabama 

5 

0 

2 

0 

Alaska 

0 

0 

0 

0 

Arizona 

5 

0 

5 

0 

Arkansas 

2 

0 

1 

4 

California 

23 

8 

27 

0 

Colorado 

18 

2 

20 

1 

Connecticut 

1 

0 

0 

0 

Delaware 

0 

0 

0 

0 

District  of  Columbia 

1 

0 

0 

0 

Florida 

34 

1 

16 

0 

Georgia 

2 

0 

0 

0 

Hawaii 

0 

1 

0 

0 

Idaho 

0 

0 

0 

0 

Illinois  . 

1 

0 

2 

1 

Indiana 

0 

0 

0 

0 

Iowa 

2 

1 

1 

5 

Kansas  . 

8 

2 

9 

0 

Kentucky  . 

1 

0 

1 

1 

Louisiana 

4 

0 

7 

0 

Maine 

0 

0 

1 

0 

Maryland  . 

3 

0 

1 

0 

Massachusetts 

2 

0 

0 

0 

Michigan  . 

3 

0 

1 

0 

Minnesota 

0 

1 

1 

1 

Mississippi . 

0 

0 

0 

0 

Missouri  . 

6 

2 

5 

0 

Montana 

0 

0 

0 

0 

Nebraska 

3 

1 

2 

0 

Nevada 

0 

0 

0 

0 

New  Hampshire 

0 

0 

0 

0 

New  Jersey 

1 

0 

1 

0 

New  Mexico 

2 

0 

1 

0 

New  York 

3 

1 

4 

0 

North  Carolina 

0 

0 

0 

0 

North  Dakota 

0 

1 

0 

0 

Ohio 

0 

0 

0 

1 

Oklahoma 

10 

4 

18 

1 

Oregon  . 

0 

0 

0 

0 

Pennsylvania 

2 

0 

1 

0 

Rhode  Island 

0 

0 

0 

0 

South  Carolina 

5 

0 

2 

0 

South  Dakota 

0 

1 

0 

0 

Tennessee 

1 

0 

2 

0 

Texas 

87 

1 1 

121 

0 

Utah  . 

0 

0 

1 

0 

Vermont  . 

0 

0 

1 

0 

Virginia  . 

1 

0 

1 

0 

Washington 

2 

0 

1 

0 

West  Virginia 

3 

0 

3 

0 

Wisconsin 

0 

0 

0 

0 

Wyoming 

2 

0 

6 

1 

Puerto  Rico 

1 

0 

0 

0 

1% 


Applications  for  new  national  bank  charters,  approved  and  rejected,  by  states,  calendar  1984 


Approved  Rejected 

ALABAMA 

First  National  Bank  of  Andalusia,  Andalusia  Jan  27  _ 

First  Union  National  Bank  of  Alabama, 

Birmingham .  Dec  7  _ 

Alabama  National  Bank,  Huntsville  Dec.  13  _ 

The  Merchants  National  Bank  of  Mobile, 

Mobile .  July  10  _ 

Elmore  County  National  Bank,  Wetumpka  July  13  _ 

ARIZONA 

SunWest  National  Bank,  Mesa  Mar  7  _ 

Biltmore  National  Bank,  Phoenix  July  24  _ 

First  National  Commerce  Bank,  Phoenix  Oct  5  _ 

Ranch  National  Bank,  Scottsdale .  Jan.  16  _ 

National  Bank  of  Tucson,  Tucson  Mar.  7  _ 

ARKANSAS 

First  National  Bank,  Clinton  Feb  21  _ 

Morrilton  Security  Bank,  N  A  ,  Morrilton  Jan  23  _ 

CALIFORNIA 

National  Bank  of  Adelanto,  Adelanto  _  Apr  3 

Atascadero  National  Bank,  Atascadero  Sept  28  _ 

Campbell  National  Bank,  Campbell  July  6  _ 

Pacific  Southern  National  Bank  and  Trust 

Company,  Carlsbad  .  .  Aug.  8 

Clearlake  National  Bank,  Clearlake .  June  7  _ 

Cupertino  National  Bank,  Cupertino  Aug  21  _ 

Downey  National  Bank,  Downey  Feb  22  _ 

Rio  Hondo  National  Bank,  El  Monte  _  Nov  2 

Dominion  National  Bank  &  Trust,  Irvine  Feb.  27  _ 

Valley  National  Bank  of  La  Quinta,  La  Quinta  _  Oct.  19 

Citicorp  Trust,  N  A .,  Los  Angeles .  Dec.  5  _ 

Manhattan  National  Bank,  Manhattan  Oct.  5  _ 

John  Muir  National  Bank,  Martinez  July  25  _ 

Merced  Bank  of  Commerce,  N  A  ,  Merced  Mar  5  _ 

Rainier  Bank  California,  N. A.,  Monterey  .  .  Nov.  9  _ 

First  National  Bank  and  Trust  of  Southern 

California,  Newport  Beach .  .  May  4 

First  National  Bank,  Palm  Desert  .  Nov.  28 _ 

Country  Bank,  N.A  Redding  _  May  4 

Sacramento  First  National  Bank,  Sacramento  June  14  _ 

San  Mateo  County  National  Bank,  San 

Carlos .  Sept  13  _ 

The  Bank  for  Professionals,  N.A.,  San  Diego  Feb  3  _ 

National  Bank  of  Fairbanks  Ranch,  San 

Diego .  May  22  _ 

United  National  Bank,  San  Francisco  _  Apr,  30 

The  Chase  Manhattan  Trust  Company  of 

California,  San  Francisco .  Oct.  17  _ 

American  Pacific  National  Bank,  San 

Francisco .  .  Aug  28 

Horizon  National  Bank,  San  Jose  Oct.  1  _ 

California  Charter  Bank,  N.A  ,  San  Luis 

Obispo .  Mar.  5  _ 

First  National  Bank  of  Marin,  San  Rafael  July  9  _ 

Sonoma  National  Bank,  Santa  Rosa  Mar  7  _ 

First  Security  Bank,  N  A  ,  Simi  Valley  May  24  _ 

Tustin  National  Bank,  Tustm  .  Mar  5  _ 

COLORADO 

The  First  National  Bank  of  Akron,  Akron  Apr  2  _ 

IntraWest  Bank  of  Arapahoe,  N  A  ,  Arapahoe  July  24  _ 

Central  Bank  of  East  Aurora,  N  A  ,  Aurora  Feb  3  _ 

The  National  Bank  at  Arapahoe/Parker, 

Aurora  May  4  _ 

FirstBank  of  Breckenndge,  N.A  , 

Breckenridge  Nov  27  _ 

First  National  Bank  of  Castle  Rock,  Castle 

Rock .  July  6  _ 

Central  Bank  of  Garden  of  the  Gods,  N  A  , 

Colorado  Springs .  June  8  _ 

The  National  Bank  of  Colorado  Springs, 

Colorado  Springs  May  3  _ 

Highlands  National  Bank,  Denver .  May  1  _ 

Westnet  Bank,  N.A  ,  Denver  .  Feb  15  _ 

Commercial  National  Bank  of  Denver, 

Denver  July  19  _ 


First  Bank  Colorado,  N  A  ,  Denver 
Merchandise  Mart  National  Bank,  Denver 
National  Bank  of  the  Rockies  in  Denver 
Denver  . 

United  Bank  of  University  Hills,  N  A  ,  Denver 
First  National  Bank  of  Elizabeth,  Elizabeth 
First  National  Bank  of  Adams  County, 
Federal  Heights 

Equitable  Bank  at  Littleton,  N  A  ,  Littleton 
Front  Range  National  Bank,  Security  . 

Central  Bank  of  Westminster,  N  A  , 
Westminster  . 

CONNECTICUT 

Fleet  National  Bank  of  Connecticut,  Hartford 

DISTRICT  OF  COLUMBIA 

Suburban  Bank/Washington,  N  A 


FLORIDA 

First  Sanlando  Bank,  N  A  ,  Altamonte 

Springs  . 

Community  National  Bank  at  Bartow,  Bartow 
Horizon  Trust  Florida,  N.A  ,  Boca  Raton 
Community  National  Bank,  Cape  Coral 
National  City  Bank,  Coral  Springs 
Western  National  Bank  of  Florida,  Davie 
Gulf  First  National  Bank  of  South  Walton, 

Destin . 

First  Union  National  Bank  of  Florida,  Fort 

Lauderdale  . 

Central  Bank  of  the  South  Fort  Lauderdale, 

N  A  Fort  Lauderdale . 

First  National  Bank  of  Hollywood,  Hollywood 
Barnett  Bank  of  Citrus  County,  National 

Association,  Inverness  . 

Community  National  Bank  of  Osceola 

County,  Kissimmee . 

First  National  Bank  of  Lake  Park,  Lake  Park 

First  National  Bank,  Longwood 

The  First  Bankers  of  Seminole  County,  N  A  , 

Longwood  . 

Metropolitan  National  Bank,  Miami 
Universal  National  Bank,  Miami 
First  National  Bank  of  Miami,  Miami 
Terrabank,  National  Association,  Miami 
Republic  New  York  Trust  Company  of 
Florida,  N  A  ,  Miami 

Manufacturers  Trust  Company  of  Florida, 

N.A  ,  North  Miami  Beach 
West  Volusia  National  Bank,  Orange  City 
Central  Bank  of  the  South — Orlando,  N  A  , 

Orlando  . 

First  Atlanta  (FL),  N.A  ,  Orlando 
Citicorp  National  Trust  Company  of  Florida, 

Palm  Beach  . 

Midatlantic  National  Bank/Florida,  Palm 

Beach  . 

AmSouth  Bank,  N.A  ,  Pensacola 
Sarasota  Bank  National  Association, 

Sarasota  . 

Central  National  Bank,  Sarasota 
Central  Bank  of  the  South — Tampa  Bay, 

N  A  ,  St  Petersburg 

Connecticut  National  Trust  Company  of 

Florida,  Stuart . 

Omnibank  of  Miami,  N  A  .  Sweetwater 
AmSouth  Bank,  N.A  Tampa 
First  National  Bank,  Tarpon  Springs 
Indian  River  National  Bank,  Vero  Beach 


GEORGIA 

First  Security  National  Bank  Norcross 
AmeriBank,  National  Association,  Savannah 


HAWAII 

Commercial  Bank  of  Honolulu  N  A 
Honolulu 


Approved 

Nov  11 


Nov  1 
Nov  1 
Apr  20 


Apr  16 
July  6 

June  8 


Apr  30 


May  10 


Nov  1 
Jan  31 
Dec  27 
Aug  20 
Apr.  19 
Feb  8 

Sept  19 

Nov.  1 


Nov.  1 
July  6 

May  23 


Jan 

24 

Feb 

14 

Sept  7 

Dec 

20 

Mar. 

16 

Feb 

17 

Nov  1 

Nov 

21 

Dec 

24 

Jan 

17 

Nov  1 

Nov 

13 

Jan 

27 

Sept 

20 

Nov 

19 

Feb 

14 

Aug 

20 

Nov 

'.  1 

Sept 

20 

Nov 

19 

Nov 

19 

Aug 

21 

Apr 

19 

Apr 

20 

July 

25 

Rejected 


Aug  8 


Oct  11 


Oct  30 


June  1 1 
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Applications  for  new  national  bank  charters,  approved  and  rejected,  by  states,  calendar  1984— continued 


Approved  Rejected 

ILLINOIS 

First  National  Bank  of  Roselle.  Roselle  June  14  - 


Approved  Rejected 

NEW  JERSEY 

Midlantic  National  Bank/Union  Trust, 

Wildwood .  June  1  - 


IOWA 

Heritage  Bank  National  Association,  Aurelia  June  21  - 

First  National  Bank  of  Decorah,  Decorah  -  Aug  30 

Fairfield  National  Bank,  Fairfield  May  24  - 

KANSAS 

First  National  Bank  of  Elkhart,  Elkhart 
Gardner  National  Bank,  Gardner 
Farmers  National  Bank  of  Gaylord,  Gaylord 
American  West  Bank,  National  Association, 

Great  Bend 

The  United  States  National  Bank,  Leawood 
Wildcat  National  Bank,  Manhattan 
First  National  Bank  of  Overland  Park, 

Overland  Park  . 

First  National  Bank  of  Shawnee.  Shawnee 
American  National  Bank  of  Westlink,  Wichita 
Charter  Bank,  National  Association,  Wichita 


KENTUCKY 

Morehead  National  Bank,  Morehead  Nov  19 


LOUISIANA 

Citizens  National  Bank  of  Bossier  City, 

Bossier  City .  Dec,  18 

Ascension  National  Bank,  Gonzales  Sept  7 

St  Helens  National  Bank,  Greensburg  Oct  24 

Southeast  National  Bank,  Hammond  Feb  1 


MARYLAND 

Bay  National  Bank,  Annapolis  June  8 

Market  National  Bank,  Frederick  Feb  8 

Garrett  National  Bank,  Oakland  July  20 


June  25  - 

Mar  22  _ 

Oct  25  _ 

Aug  31  - 

_  May  23 

Mar  12 

Jan  27  - 

Dec  20  - 

July  25  - 

Dec.  11  _ 


NEW  MEXICO 

Bank  of  the  Rio  Grande.  National 
Association,  Las  Cruces  Nov  1 

Sunwest  Bank  of  Sandoval  County,  N  A  .  Rio 
Rancho .  APr  5 


NEW  YORK 

Chemical  National  Bank,  Jericho  Dec  5  - 

Depositors  First  National  Bank,  New  York  May  10  - 

Fidelity  National  Bank  &  Trust  Company, 

New  York .  Feb  16  - - — 

Broadway  National  Bank,  New  York  -  Sept  14 


NORTH  DAKOTA 

Community  National  Bank,  Rugby 


OKLAHOMA 

Heritage  National  Bank,  Davis 
Citizens  National  Bank,  Guthrie 
First  National  Bank  of  Lawton,  Lawton 
Consolidated  Bank,  National  Association, 
Midwest  City 

Mustang  National  Bank,  Mustang 
Republic  National  Bank,  Norman 
Broadway  National  Bank,  Oklahoma  City 
Lincoln  National  Bank,  Oklahoma  City 
MacArthur  National  Bank,  Oklahoma  City 
Century  Bank,  National  Association, 
Oklahoma  City 

First  Southern  Bank,  National  Association, 
Oklahoma  City 

Shadow  Lake  Bank,  N  A  ,  Oklahoma  City 
The  Freedom  National  Bank,  Tulsa 
Village  South  National  Bank,  Tulsa 


June  25  - 

_  Feb  14 

_  Aug  30 

Oct  9  - 

Feb  2  _ 

May  10  - 

Feb  15  _ 

Apr.  20  _ 

Apr.  20  _ 

July  13  - 

Oct  9  - 

_  Mar  12 

_  June  28 

Jan.  1 1  - 


MASSACHUSETTS 

The  Beverly  National  Bank,  Beverly 
Fleet  National  Bank  of  Boston,  Boston 


MICHIGAN 

Comerica  Bank — Grand  Rapids,  N  A  Grand 

Rapids  . 

Comerica  Bank — Lansing,  N  A  Lansing 
NBD  Northwest  Bank,  N  A  ,  Traverse  City 


MINNESOTA 

Farmers  &  Merchants  National  Bank  of 
Westbrook,  Westbrook 


May  1 

Apr  30 

PENNSYLVANIA 

Chestnut  Hill  National  Bank,  Philadelphia 

Feb  17 

National  Bank  of  the  Main  Line,  Wayne 

Sept  28 

SOUTH  CAROLINA 

First  Railroad  National  Bank  of  South 

Carolina  Aiken . 

Dec  19 

oGpi  - 

Sept  25 

Mar  9 

Anderson  National  Bank,  Anderson 

Feb  2 

First  Union  National  Bank  of  South  Carolina. 

Sept  19 

Columbia . 

First  American  National  Bank  of  South 
Carolina,  Greenville 

Dec  21 

June  1 1 

Hilton  Head  Bank  &  Trust  Company,  N  A 
Hilton  Head  Island 

July  25 

MISSOURI 

American  Bank  of  Clay  County,  N  A 

Gladstone  - 

The  Liberty  National  Bank,  Liberty  - 

The  Liberty  National  Bank.  Liberty  Oct  17 

First  National  Bank  of  Monroe  City.  Monroe 
City  Nov  21 

First  National  Bank  Republic  Feb  21 

Bankcenter  One  National  Association/St 
Charles  St  Charles  Sept  28 

Security  National  Bank  St  Joseph  May  24 

Mercantile  Bank  of  Northwest  County,  N  A 
St  Louis  County  May  24 


Oct  5 
Apr  11 


NEBRASKA 

First  United  National  Bank,  Bellevue 
First  Continental  National  Bank  Omaha 
First  National  Bank  of  Sidney  Sidney 
cj  art er  /Vest  National  Bank  West  Point 


Nov  1 5 

Feb  6  - 

Apr  5  - 

Aug  8  - 


SOUTH  DAKOTA 

First  National  Bank  of  Lennox,  Lennox 


June  1 1 


TENNESSEE 

First  Union  National  Bank  of  Tennessee, 
Memphis  . 


Nov  20 


TEXAS 

Centerbank  Spectrum,  N  A  Addison 
Addison  National  Bank,  Addison 
Alvarado  National  Bank,  Alvarado 
Rockport  Bank,  N  A  Aransas  County 
Plaza  National  Bank,  Arlington 
InterFirst  Bank  Westlake,  N  A  Austin 
Liberty  National  Bank,  Austin 
National  Bank  of  Oak  Hill,  Austin 
Balch  Springs  Bank,  N  A  Balch  Springs 
Executive  Plaza  National  Bank,  Beaumont 
First  National  Bank  of  Bedford.  Bedford 
Citizens  National  Bank,  Benbrook 


Apr  20 
Nov  21 
May  21 
Feb  21 
July  24 
Apr  19 
Apr  11 
Nov  1 
Feb  6 
Feb  9 
Feb  8 
Dec  17 
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Applications  for  new  national  bank  charters,  approved  and  rejected,  by  states,  calendar  1984— continued 


Approved  Rejected 

TEXAS  (Cont.) 


Broadway  National  Bank — Westplex,  Bexar 

County  .  Mar  7  _ 

First  National  Bank  of  Carrollton,  Carrollton  Mar  20  _ 

First  National  Bank,  Celina  .  .  Aug,  30 

Johnson  County  Bank,  N.A.,  Cleburne  May  1  _ 

Valley  National  Bank,  College  Station  Sept,  28  _ 

Coppell  Bank,  National  Association,  Coppell  July  6  _ 

Central  National  Bank  of  Corpus  Christi, 

Corpus  Christi  .  Mar,  20  _ 

American  National  Bank — Uptown,  Corpus 

Christi .  Sept  28  _ 

Crown  Charter  National  Bank,  Dallas  .  Feb.  6  _ 

Northwest  Crossing  Bank,  N.A  ,  Dallas  Apr.  5  _ 

Search  National  Bank,  Dallas  Dec.  19  _ 

First  Business  National  Bank,  Dallas  .  Nov,  1  _ 

8080  National  Bank,  Dallas  Nov  21  _ 

Founders  National  Bank— Skillman  Center, 

Dallas .  July  6  _ 

Preston  Forum  National  Bank  of  Dallas, 

Dallas .  Oct.  9  _ 

Del  Valle  National  Bank,  Del  Valle  .  Nov.  1  _ 

Community  National  Bank,  Detroit  Mar  16  _ 

First  National  Bank  of  Dublin,  Dublin  May  18  _ 

Trinity  National  Bank  of  Fort  Worth,  Fort 

Worth  .  July  13  _ 

American  National  Bank  of  Greenville, 

Greenville  .  .  Feb  7 

American  National  Bank  of  Greenville, 

Greenville  .  Nov.  21  _ 

First  National  Bank  of  Haltom  City,  Flaltom 

City .  .  Aug  31 

Airtex  National  Bank,  Harris  County  .  Apr.  5  _ 

Atascocita  National  Bank,  Harris  County  _  Mar  21 

Commerce  Center  National  Bank,  Harris 

County  .  .  June  26 

North  Belt  National  Bank,  Harris  County  ...  Feb.  6  _ 

Hempstead  National  Bank,  Hempstead  _  June  26 

First  National  Bank  of  Highlands,  Highlands  July  6  _ 

Bellfort  National  Bank,  Houston  Mar  22  _ 

Enterprise  Bank— River  Oaks,  N.A  .  Houston  May  30  _ 

Independent  Bank  of  Houston,  N  A  ,  Houston  Apr  5  _ 

Lakewood  Bank,  N.A  ,  Houston  May  24  _ 

Plaza  Del  Oro  National  Bank,  Houston  June  14  _ 

RepublicBank  Eldridge,  N.A  ,  Houston  Apr  18  _ 

Sterling  Bank,  N  A  ,  Houston  Feb  16  _ 

Texas  National  Bank — Westheimer,  Houston  Jan.  26  _ 

Memorial  Drive  National  Bank,  Houston  Dec.  20  _ 

Great  Western  Bank,  N  A  ,  Houston  Feb  16  _ 

Fondren  National  Bank,  Houston .  Nov.  1  _ 

Lakewood  Bank,  National  Association, 

Houston  .  July  6  _ 

Old  Braeswood  National  Bank,  Houston  Aug  21  _ 

Champions  National  Bank  of  Northchase, 

Houston .  Oct  22  _ 

Village  Green  National  Bank,  Jersey  Village  Feb  8  _ 

Allied  Keller  National  Bank,  Keller  Apr  19  _ 

Citizens  National  Bank,  Kerrville  Dec  17  _ 

La  Grange  National  Bank.  La  Grange  May  20  _ 

First  Consolidated  Bank — Pleasant  Run 

Road  at  1-35,  N.A  ,  Lancaster  .  Apr.  19  _ 

Falcon  National  Bank,  Laredo  Nov  27  _ 

South  Shore  National  Bank,  League  City  July  13  _ 

Lindale  National  Bank,  Lindale  Nov  1  _ 

Texas  National  Bank,  Longview  June  29  _ 


Approved  Rejected 


Capital  National  Bank,  Lubbock  _  May  24 

City  Bank,  National  Association,  Lubbock  Apr  13  _ 

McKinney  National  Bank,  McKinney  Dec  4  _ 

Texas  Commerce  Bank— Midland.  N  A 

Midland  Apr  19  _ 

Valley  National  Bank— Mission,  Mission  Apr  5  _ 

Liberty  National  Bank,  North  Richland  Hills  Dec  18  _ 

Rancho  Viejo  National  Bank,  Olmito  Dec.  31  _ 

Peoples  National  Bank,  Pasadena  Apr.  5 

Plano  East  National  Bank,  Plano  Feb  16  _ 

Bank  of  Port  Isabel,  N.A  ,  Port  Isabel  Mar  7  _ 

Royse  City  National  Bank,  Royse  City  _  Oct  5 

Allied  Bank  Northwest,  N  A  San  Antonio  Feb  6  _ 

Texas  Bank  North,  N.A  ,  San  Antonio  Feb  6  _ 

Texas  Bank  Northeast,  N  A  ,  San  Antonio  Apr  5  _ 

Thousand  Oaks  National  Bank,  San  Antonio  May  3  _ 

Westplex  National  Bank,  San  Antonio  Mar  20  _ 

South  Texas  Bank,  N  A  ,  San  Antonio  July  6  _ 

Heights  National  Bank,  San  Antonio  Nov.  27  _ 

Texas  Commerce  Bank— San  Antonio  N/W, 

National  Association,  San  Antonio  Aug  21  _ 

Security  Bank  East,  National  Association, 

San  Antonio  .  Nov.  1  _ 

Southlake  National  Bank,  Southlake  Mar  7  _ 

Spring  National  Bank,  Spring  Feb  16  _ 

First  National  Bank,  Spearman  .  Feb  1  _ 

Tomball  National  Bank,  Tomball  Mar  20  _ 

First  National  Bank  of  Tomball,  Tomball  Nov  1  _ 

Lake  Area  National  Bank,  Trinity  Dec.  18  _ 

Community  South  National  Bank,  Tyler  _  Aug  30 

Texana  National  Bank  of  Waco,  Waco  May  10  _ 

The  Waller  Bank,  National  Association, 

Waller .  Sept  6  _ 

Medical  Center  National  Bank — Clear  Lake, 

Webster .  Dec.  20  _ 

City  National  Bank,  Whrtehouse  _  June  8 

First  National  Bank,  Wichita  Falls  Dec  17  _ 

Brushy  Creek  National  Bank,  Williamson 

County  .  Feb  21  _ 

Cypress  National  Bank,  Wimberly .  .  June  8 

Wylie  Bank,  N.A  ,  Wylie  .  Feb  6  _ 

VIRGINIA 

Bank  of  Virginia,  National  Association, 

Richmond  .  Dec.  5  _ 

WASHINGTON 

Edmonds  National  Bank,  Edmonds  Apr  20  _ 

American  First  National  Bank,  Everett  Mar  5  _ 

WEST  VIRGINIA 

First  American  National  Bank  of  West 

Virginia,  Huntington .  Nov.  1  _ 

Bank  of  Nitro,  National  Association,  Nitro  Dec  26  _ 

Oceana  National  Bank,  Oceana  Feb  2  _ 

WYOMING 

The  Wyoming  National  Bank  of  West 

Casper,  Casper .  May  4  _ 

Lovell  National  Bank,  Lovell  June  18  _ 

PUERTO  RICO 

Banco  Nacional  de  Puerto  Rico.  Hato  Rey  Feb  13  _ 
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New  national  bank  charters  issued,  by  states,  calendar  1984 


Charter 

number 


Total  265  banks 


Title  and  location  of  bank 


Total  capital 
accounts 


ALABAMA 

18187  First  National  Bank  of  Andalusia,  Andalusia 
20067  Elmore  County  National  Bank,  Wetumpka 


$1,100,000 
1 ,500,000 


18439 
18376 
18295 
18152 

18440 


ARIZONA 

Sun  National  Bank,  Mesa 
Independent  National  Bank,  Phoenix 
Ranch  National  Bank,  Scottsdale 
First  National  Bank  of  Tempe.  Tempe 
National  Bank  of  Tucson,  Tucson 


2,250,000 
2,000,000 
1 ,500,000 
2,000,000 
4,500,000 


18223 


ARKANSAS 

Morrilton  Security  Bank,  N  A  ,  Morrilton 


120,000 


18155 
20461 

18159 
18467 
18029 
18264 
18240 
18454 

18157 
18424 
18092 
18383 
18375 
18294 
18355 
18182 

18156 
18242 
18437 
18461 
20435 

18158 
18095 
18358 
18079 
20291 

18160 


CALIFORNIA 

American  Commerce  National  Bank,  Anaheim 

Bank  of  Anaheim,  National  Association,  Anaheim 

Western  Security  Bank,  N  A  ,  Burbank 

Burbank  National  Bank,  Burbank 

Western  Sierra  National  Bank,  Cameron  Park 

Culver  National  Bank,  Culver  City 

Bank  of  Del  Mar,  National  Association,  Del  Mar 

El  Segundo  First  National  Bank,  El  Segundo 

American  West  Bank,  N  A  ,  Encino 

Fontana  First  National  Bank,  Fontana 

American  Independent  Bank,  N  A  ,  Gardena 

International  City  Bank,  N  A  ,  Long  Beach 

Empire  National  Bank,  Los  Angeles 

Bank  of  Los  Gatos  National  Association,  Los  Gatos 

Merced  Bank  of  Commerce,  N  A  Merced 

First  National  Bank  of  Monterey  County,  Monterey 

Monument  National  Bank,  Ridgecrest 

Inland  Empire  National  Bank,  Riverside 

Sacramento  First  National  Bank,  Sacramento 

National  Bank  of  Fairbanks  Ranch,  San  Diego 

The  Chase  Manhattan  Trust  Company  of  California,  N  A  ,  San  Francisco 

The  Financial  Center  Bank,  N  A  ,  San  Francisco 

National  American  Bank,  San  Francisco 

Trans-Pacific  National  Bank,  San  Francisco 

San  Marcos  National  Bank,  San  Marcos 

First  National  Bank  of  Marin,  San  Rafael 

Upland  National  Bank,  Upland 


3,188,350 

3,171,000 

4,190,000 

2,500,000 

2,536,000 

3,000,000 

3,242,500 

3,010,000 

6,097,900 

3,450,000 

2,700,200 

3,012,000 

4,001,450 

4,250,000 

2,500,000 

4,000,000 

2,024,550 

5.047,370 

3,516,000 

3,000,000 

1,200,000 

7,000,000 

4.000,000 

5,000,000 

3,191,020 

3,000,000 

3,150,000 


18175 

18438 

18296 

18420 

18385 
18096 
18153 
18354 
18418 
18239 
18457 
18161 
20633 

18386 
18205 
18293 
18436 
18241 
184 ’9 
20262 


COLORADO 

The  First  National  Bank  of  Akron,  Akron 
Central  Bank  of  East  Aurora  N  A  Aurora 
Avon  National  Bank,  Avon 

Central  Bank  of  Garden  of  the  Gods,  N  A  ,  Colorado  Springs 

First  Continental  Bank  of  Rockrimmon.  N  A  Colorado  Springs 

The  Western  National  Bank  of  Colorado,  Colorado  Springs 

Chancery  National  Bank,  Denver 

Westnet  Bank,  N  A  ,  Denver 

High  Plains  Bank  of  Elizabeth,  N  A  Elizabeth 

Enterprise  National  Bank,  Englewood 

Bergen  Park  National  Bank,  Evergreen 

American  National  Bank  of  Grand  Junction,  Grand  Junction 

Security  National  Bank,  Holyoke 

Central  Bank  at  Centennial,  N  A  ,  Littleton 

Equitable  Bank  of  Littleton,  N  A  Littleton 

FirstBank  at  Wadsworth/Coal  Mine,  N  A  Littleton 

First  National  Bank  of  Steamboat  Springs,  Steamboat  Springs 

First  National  Bank  of  Vail,  Vail 

First  Interstate  Bank  of  Westminster,  N  A  Westminster 
Central  Bank  of  Westminster  N  A  Westminster 


1,000,000 
1,000,000 
1.100.000 
1 ,000,000 
1 ,000,000 
1,250,000 
2.000.000 
1,010,000 
1  000,000 
1 ,000,000 
1 ,000,000 
1 ,000,000 
1 ,000,000 
1 ,000,000 
1 ,000,000 
1 ,000,000 
1 ,000  000 
1 ,000  000 
1,000.000 
1 ,000,000 


FLORIDA 

18270  I  Community  National  Bank  at  Barlow  Bartow 
18283  Unibank  National  Association,  Coral  Gables 
18132  1  Commercial  National  Bank  Daytona  Beach 
'8459  I  Seminole  National  Bank  Hollywood 
20008  Barnett  Bank  of  Citrus  County  N  A  Inverness 

Corrrr  jr  ■*/  National  Bank,  Osceola  County,  Kissimmee 
10340  First  National  Bank  of  Lake  Park  Lake  Park 
Jr  /er',a  National  Bank  Miami 
■  ,t  Na’ior  i  Bar  *  of  Santa  Rosa  Milton 
-  p  • </;,r  ,(^3 umis  Trust  Company  of  Florida  NA  North  Palm  Beach 


3.500,000 
3.000.000 
2,762,000 
2.723.790 
5.000.000 
1 ,500,000 
2,500,000 
1,375.000 
2.000.000 
500.000 
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Charter 

number 

Title  and  location  of  bank 

Total  capital 
accounts 

18410 

FLORIDA  (cont.) 

Citicorp  Trust,  N  A  ,  Palm  Beach 

1  200  000 

18214 

American  National  Bank,  Panama  City  . 

3  000  000 

18088 

SunBank  and  Trust/Charlotte  County,  N  A  ,  Port  Charlotte 

480  000 

18455 

Sarasota  Bank,  National  Association,  Sarasota  ,  , 

2  415  000 

18089 

SunBank/Tallahassee,  N  A  ,  Tallahassee 

720  000 

18061 

First  National  Bank  of  the  South,  Wesley  Chapel 

2,000,000 

18145 

ILLINOIS 

First  Chicago  Investment  Advisors,  N  A  ,  Chicago 

2  000,000 

20662 

First  National  Bank  of  Sandwich,  Sandwich 

593,000 

18269 

IOWA 

Heritage  Bank,  National  Association,  Aurelia  .  , , 

2,112,000 

18289 

KANSAS 

First  National  Bank  of  Bonner  Springs,  Bonner  Springs 

1 ,060  000 

18435 

Gardner  National  Bank,  Gardner . 

1  000  000 

20566 

The  Farmers  National  Bank  of  Gaylord,  Gaylord  . 

450,000 

18112 

The  Lenexa  National  Bank,  Lenexa  . 

2  000  000 

18247 

Mission  Hills  Bank,  N  A  ,  Mission  Hills  . 

2  500  000 

18315 

First  National  Bank  of  Overland  Park,  Overland  Park 

2  000  000 

18394 

Community  National  Bank,  Seneca . 

1 . 1 00  000 

18323 

Southwest  Kansas  National  Bank,  Ulysses  , 

1 ,000,000 

20646 

Charter  Bank,  National  Association,  Wichita 

500,000 

18433 

KENTUCKY 

Morehead  National  Bank,  Morehead 

750,000 

18278 

LOUISIANA 

Louisiana  Independent  Bank,  N  A  ,  Baton  Rouge 

5,000,000 

18330 

National  Bank  of  Commerce,  Baton  Rouge  . 

5.000,000 

18400 

Commercial  National  Bank  &  Trust  Company,  Baton  Rouge 

4,750,000 

18161 

First  National  Bank  of  Benton,  Benton  . 

1  200  000 

18306 

Southeast  National  Bank,  Hammond  . 

4,000,000 

18087 

Acadiana  National  Bank,  Lafayette  . 

5,000.000 

18450 

National  Fidelity  Bank  of  Shreveport,  Shreveport 

2,000,000 

18377 

MAINE 

Citibank  (Maine),  N  A  ,  South  Portland . 

2.000,000 

18324 

MARYLAND 

Citibank  (Maryland),  N  A  ,  Towson  . 

10,000,000 

4,000.000 

18143 

MICHIGAN 

NBD  Northwest  Bank,  N  A,  Traverse  City . 

18366 

MINNESOTA 

First  National  Bank  of  Monticello,  Monticello  . 

1,100,000 

18164 

MISSOURI 

Mercantile  First  County  Bank,  N  A  ,  Bloomfield 

60,000 

18406 

3enn  Valley  National  Bank,  Kansas  City  . 

2,100,000 

18409 

-irst  National  Bank,  Republic,  Republic  . 

1,000,000 

18299 

-irst  City  National  Bank,  Springfield  . 

1,500.000 

18359 

Mercantile  Bank  of  Northwest  County,  N  A  ,  St,  Louis  County 

1,200,000 

18258 

NEBRASKA 

First  Continental  National  Bank,  Omaha  . 

2.000.000 

18339 

-irst  National  Bank  of  Sidney,  Sidney 

1,050.000 

18224 

NEW  JERSEY 

Midlantic  National  Bank/Union  Trust,  Wildwood 

7,943.000 

18428 

NEW  MEXICO 

Sunwest  Bank  of  Sandoval  County,  N  A  ,  Rio  Rancho 

2,500.000 

18432 

NEW  YORK 

Asia  Bank,  National  Association,  Flushing 

5.000  000 

18431 

First  Eastern  Bank,  National  Association,  New  York 

5  000  000 

18045 

State  Street  Bank  and  Trust  Company,  N  A  ,  New  York 

1 ,000  000 

18272 

The  Exchange  National  Bank,  Olean 

5,000  000 
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number 


New  national  bank  charters  issued,  by  states,  calendar  1984 —  continued 


Total  capital 
accounts 


Title  and  location  of  bank 


18305 

18H0 

18254 

18107 

18367 
18441 
18233 
18456 
18245 
18322 
18276 
18070 
18220 
18133 
18430 
18308 
18427 

18368 


OKLAHOMA 

Community  National  Bank  Alva 

First  Nationa  Bank  of  Del  City  Del  City 

The  Bank  of  Edmond,  N  A  Edmond 

The  National  Bank  of  Harrah.  Harrah 

Mustang  National  Bank,  Mustang 

Republic  National  Bank,  Norman 

Community  National  Bank  of  Okarche.  Okarche 

Century  Bank  National  Association,  Oklahoma  City 

Leadership  Bank  National  Association,  Oklahoma  City 

North  Bank  N  A  Oklahoma  City 

Park  Avenue  Bank  National  Association,  Oklahoma  City 

American  National  Bank,  Ponca  City 

First  National  Bank  of  Purcell,  Purcell 

Limestone  National  Bank,  Sand  Springs 

The  First  Oklahoma  Bank,  National  Association,  Shawnee 

Southern  National  Bank.  Tulsa 

Tulsa  National  Bank,  Tulsa 

Village  South  National  Bank,  Tulsa 


2  000,000 
1,500.000 
1 ,500,000 
1 ,200,000 
1,750.000 
3.000,000 
1 ,000,000 
3,750,000 
3.000.000 
3,000,000 
3.250,000 
2,000,000 
1.000  000 
2.000.000 
2,500,000 
4,000,000 
3,000  000 
1 ,500,000 


18273 


PENNSYLVANIA 

Commerce  Bank/Pennsylvania,  N  A  ,  Philadelphia 


3,000.000 


SOUTH  CAROLINA 

18282  Anderson  National  Bank,  Anderson 
18097  Greenville  National  Bank,  Greenville 


2,000.000 

2,750,000 


TENNESSEE 

18101  Third  National  Bank  of  Knoxville,  Knoxville 
18103  Third  National  Bank  in  Sevier  County,  Sevierville 


240,000 

120,000 


18332 

18208 

18118 

18380 

18281 

18230 

18442 

18117 

18317 

18378 

18078 

18345 

18452 

18262 

18246 

18147 

18148 
18408 
18109 
18104 
18261 
18203 
20064 
18277 
18197 
18120 
18237 
18275 
18232 
18073 
18302 
18307 
18468 
18040 
18300 

18167 

18169 

18067 

18170 


TEXAS 

City  National  Bank,  Amarillo 
Landmark  National  Bank,  Arlington 
Lincoln  National  Bank,  Arlington 
Northwest  National  Bank  of  Arlington,  Arlington 
Pioneer  National  Bank,  Arlington 
BancFirst-Westlake,  N  A  ,  Austin 
First  National  Bank.  Austin 
Heritage  National  Bank,  Austin 
Texas  National  Bank,  Austin 
Town  and  Country  Bank,  Austin 
Texas  Commerce  Bank-Northcross,  Austin 
Balch  Springs  Bank,  N  A  Balch  Springs 
First  National  Bank  of  Bedford  Bedford 
Texana  National  Bank,  Belton 
Trinity  National  Bank,  Benbrook 
Beaumont  Bank-National  Association,  Beaumont 
National  Bank  of  Waller  County,  Brookshire 
International  Bank  of  Commerce,  N  A  Brownsville 
Peoples  National  Bank,  Caldwell 
First  National  Bank  of  Cleveland,  Cleveland 
Clifton  National  Bank,  Clifton 
Conroe  Bank,  National  Association,  Conroe 
Coppell  Bank  National  Association,  Coppell 
Central  National  Gulfbank  of  Corpus  Christi,  Corpus  Christi 
Corpus  Christi  National  Bank-South,  Corpus  Christi 
Abrams  Centre  National  Bank,  Dallas 
Allied  Bank  North  Central,  N  A  Dallas 
Crown  Charter  National  Bank,  Dallas 
Executive  Center  Bank,  National  Association,  Dallas 
Fidelity  National  Bank,  Dallas 
First  Lakewood  National  Bank,  Dallas 
First  National  Bank  of  Park  Cities,  Dallas 
Founders  National  Bank-Skillman,  Dallas 
Grand  Bank  LBJ  at  Hillcrest  N  A  Dallas 
Highland  Park  National  Bank,  Dallas 
Lone  Star  National  Bank  Dallas 
Medallion  Nationa  Bank,  Dallas 
United  National  Bank  Texas.  Dallas 
Midway  National  Bank,  Dallas 
I  Duncan;  ie  National  Bank  Duncanville 
i  O'  /ens  National  Bank  El  Campo 
|  Secure/  National  Bank  Elgin 

Centm  Nar  or  a  Bank  Farmers  Branch  Farmers  Branch 
CapTal  Nationa  Bank  Fort  Worth 
Camp  Bow  e  National  Bank  Fort  Worth 
I  Co'or  -i  Nafior  a  Bank  Fort  Worth 


2,000,000 
2,500,000 
2,500,000 
2,500,000 
2,500,000 
1,150,000 
3,000,000 
3,000,000 
4,000,000 
2.000.000 
1 ,500,000 
1,500,000 
2,500,000 
1,500,000 
2.000,000 
3.000.000 
1 .500.000 
2,000.000 
2.000,000 
2,000,000 
2,250.000 
2,500,000 
2,000.000 
3,000.000 
2,500,000 
3,500,000 
1,500,000 
4.000  000 
3.000  000 
5.000  000 
3,000,000 
5  ,100  000 
3,000,000 
2,000  000 
3.000.000 
3.000  000 
1 ,400.000 
3,000,000 
2,000.000 
1.500.000 
4.200.000 
1 .250.000 
6.000  000 
6,000  000 
2.000  000 
1.500  000 
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Charter 

number 

18412 

18222 

18243 

18127 

18321 

18303 

18255 

18177 

18398 

18344 

18119 

18425 

18401 

18301 

18076 

18402 

18039 

18349 

18348 

18250 

18251 

18399 

18421 

18221 

18379 

18116 

18329 

18189 

18343 

18041 

18071 

18189 

18407 

18331 

18279 

18371 

18168 

18429 

18334 

18319 

18260 

18291 

18191 

1 8297 

18068 

18054 

18304 

18320 

18443 

18207 

18125 

18347 

18150 

18369 

18256 

18072 

18259 

18341 

18229 

18350 

18444 

18202 

18149 

18204 

18451 

18453 

18265 

18449 

18280 

18374 

18411 

18234 

18111 

18365 

18091 

18174 


New  national  bank  charters  issued,  by  states ,  calendar  1984 — continued 


TEXAS  (cont.) 


Title  and  location  of  bank 


Total  capital 
accounts 


Fidelity  National  Bank  of  Forth  Worth  . 

Ridglea  National  Bank,  Fort  Worth  . 

First  National  Bank  of  Frisco,  Frisco 

Texas  Bank  of  Garland,  N  A  ,  Garland 

First  National  Bank  of  Goldthwaite,  Goldthwaite  . 

American  National  Bank,  Gonzales . 

Lake  Granbury  National  Bank,  Granbury 

First  National  Bank  of  Atascocita,  Harris  County  .... 

Community  National  Bank,  Unincorporated  area  of  Harris  County 

Bear  Creek  National  Bank,  Houston . 

Capital  Bank-Greens  Parkway,  N  A.,  Houston 
Champions  Point  National  Bank,  Houston 
Cypress  National  Bank,  Houston 
Great  Western  Bank,  N.A  .  Houston 
Independence  Bank,  N.A  ,  Houston  . 

Langham  Creek  National  Bank,  Houston 
Northwest  Commercial  Bank,  N.A  .  Houston 
Park  National  Bank  of  Houston,  Houston 

Republic  Bank  Eldridge,  N.A  ,  Houston . 

Richmark  Bank,  National  Association,  Houston 
Sage  Plaza  Bank,  National  Association,  Houston 

Steeplechase  National  Bank,  Houston . 

Texas  Guaranty  National  Bank,  Houston 

Texas  National  Bank.  Houston . 

Westheimer  Memorial  Bank,  N  A  ,  Houston 
West  Houston  National  Bank,  Houston 

Westwood  National  Bank,  Houston . 

First  Northwestern  Bank,  N.A  .  Houston 

First  National  Bank-South,  Huntsville  . 

Hurst  National  Bank,  Hurst . 

Bank  of  Las  Colinas,  N  A  .  Irving  . 

Bank  of  Southwest  Las  Colinas,  Irving 
Village  Green  National  Bank,  Jersey  Village 

Mason  Road  Bank,  N  A  .  Katy . 

First  National  Bank  of  Kingwood,  Kingwood . 

Kingwood  Bank,  National  Association,  Kingwood 
Shady  Oaks  National  Bank,  Lake  Worth 

First  Consolidated  Bank-Pleasant  Run  Road,  at  1-35,  N  A.,  Lancaster 

Metropolitan  National  Bank,  Lewisville . 

Oak  Forest  National  Bank,  Longview  . 

Federated  National  Bank,  Live  Oak  . 

Texas  National  Bank,  Longview . 

City  Bank,  National  Association,  Lubbock . 

East  Texas  National  Bank  of  Marshall,  Marshall 

McAllen  National  Bank,  McAllen  . 

Community  National  Bank,  Midland  . 

Texas  Commerce  Bank-Midland,  Midland 
Centennial  National  Bank,  Richardson 
Rockport  Bank,  National  Association,  Rockport 
Round  Rock  National  Bank,  Round  Rock 

First  National  Bank  of  Sachse,  Sachse  . 

Tom  Green  National  Bank,  San  Angelo 

Castle  Hills  National  Bank,  San  Antonio  . 

Commercial  National  Bank,  San  Antonio 

Executive  National  Bank,  San  Antonio  . 

Fidelity  Bank,  National  Association,  San  Antonio . 

First  National  Bank  of  San  Antonio,  San  Antonio 
MedCentre  Bank,  National  Association,  San  Antonio 

Northwest  Bank,  N.A  ,  San  Antonio  . 

Texas  Bank  North,  N  A  San  Antonio . 

Westpoint  National  Bank,  San  Antonio . 

Sealy  National  Bank,  Sealy . 

Seminole  National  Bank,  Seminole . 

Community  National  Bank,  Sherman  . 

Park  Forty  Five  National  Bank,  Spring  . 

Texarkana  National  Bank-Central  Plaza,  Texarkana 

Citizens  National  Bank,  Teague . 

Texas  National  Bank,  Victoria  . 

Weatherford  National  Bank,  Weatherford 

Security  Bank,  N  A  -Bay  Area,  Webster 

First  National  Bank,  Whitesboro 

Peoples  National  Bank,  Winters 

First  National  Bank,  The  Woodlands,  The  Woodlands 

Wylie  Bank,  National  Association,  Wylie  . 

International  Bank  of  Commerce,  NA,  Zapata 


5,000.000 
3.000,000 
1 ,500,000 
2,000,000 
1 ,250,000 
2,500,000 
2,000  000 
1,200  000 
2,000  000 
2,500  000 
3,000,000 
3,000  000 
3,500,000 
2,500.000 
2,000  000 

2.500  000 
2,000,000 
3,000,000 
2,500,000 
2,000,000 
3,000,000 
3,000,000 
3,500,000 
5,750,000 
3,010  500 
2,125,000 
2,000,000 
2,500,000 
2,000,000 
2,000,000 
2,000,000 
1 ,500,000 
2,500,000 

1.611.500 
2,300,000 
2.000,000 
2.000.000 
1,500,000 
1 ,500,000 
1,500,000 
1 ,500,000 
4,850,000 
2,250.000 
2.000.000 
2,500.000 
2,000,000 
2,000,000 
2,500.000 

2.812.500 
2,875,000 
1,500,000 
2,000.000 
2,000,000 
2,501,550 
1,500.000 
5,750.000 
2,000.000 
3,750,000 
2,000,000 
2,501,550 
2,000,000 
1,750,000 
2.700.000 
1,500,000 
3,000,000 
2,000,000 
1 ,500,000 
2,900  000 
2.000  000 
2.000,000 
2  000,000 
1.250  000 
2.000.000 
1.250  000 
2  000.000 


UTAH 

American  Investment  Bank,  N  A  ,  Salt  Lake  City 


3,295  044 
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New  national  bank  charters  issued,  by  states,  calendar  1984 — continued 


Charter 

number 

Title  and  location  of  bank 

Total  capital 
accounts 

18049 

VERMONT 

New  Howard  Bank  N  A  Burlington  . 

120,000 

18213 

VIRGINIA 

First  National  Bank.  Louisville.  Richmond  . 

5,150,000 

18404 

WASHINGTON 

American  First  National  Bank,  Everett  .  . 

1,750,000 

18123 

WEST  VIRGINIA 

Cardinal  State  Bank,  National  Association.  Charleston  . 

240,000 

18336 

Bank  of  Nitro.  National  Association.  Nitro  . 

240,000 

18290 

First  Community  Bank-Oceana  National,  Oceana 

2,000,000 

18217 

WYOMING 

The  Wyoming  National  Bank  of  West  Casper,  Casper 

1,000,000 

18093 

American  National  Bank  of  Eastridge.  Casper  . 

1,250,000 

18423 

American  National  Bank  of  Evanston,  Evanston  . 

1 ,000,000 

18154 

20245 

18094 

Hulett  National  Bank  Hulett  . 

750,000 

1  nvpll  National  Rank  1  nvpll  . 

800,000 

Sheridan  National  Bank,  Sheridan  . 

1,000,000 

2  04 


£,*6,. 


State-chartered  banks  converted  to  national  banks,  by  states,  July  1  to  December  31 ,  1984 

(Dollar  amounts  in  thousands) 


Charter 

number 

Title  and  location  of  bank 

\ 

Effective  date 

Total  assets 

18373 

Total:  16  banks 

ARKANSAS  1 

Bank  of  Ashdown,  N  A  ,  Ashdown,  conversion  of  Bank  of  Ashdown  x 

First  National  BanK^Bentonville,  conversion  of 'Bank  of  Bentom/itTe"  . 

Merchants  and  Planters  Bank,  National  AssociationTtJaffTderrrconversion  of  The 
Merchants  and  Planters  Bank . 

August 

31 

$  30.067 

18327 

August 

1 

122,961 

18413 

October 

1 

56,244 

20412 

First  National  Bank  and  Trust  Company  of  Mountain  Home,  Mountain  Home, 
conversion  of  First  Bank  &  Trust  Company  . 

October 

3 

98.946 

18384 

COLORADO 

First  National  Bank  of  Brighton,  Brighton,  conversion  of  Platte  Valley  Industrial  Bank 

September 

13 

25,510 

18356 

ILLINOIS 

National  Bank  of  Commerce,  Berkeley,  conversion  of  Bank  of  Commerce 

September 

1 

68,268 

18285 

IOWA 

Citizens  Bank  and  Trust  Co  ,  N  A  ,  Belie  Plaine,  conversion  of  Citizens  State  Bank 

July 

1 

39,387 

20246 

The  Lone  Rock  Bank,  N.A.,  Lone  Rock,  conversion  of  The  Lone  Rock  Bank . 

July 

20 

7,567 

18363 

National  Bank  of  Iowa,  Manilla,  conversion  of  Manilla  State  Bank 

August 

25 

12,990 

18284 

Iowa  National  Bank,  Morning  Sun,  conversion  of  Iowa  State  Bank . 

July 

1 

17,856 

18310 

Security  National  Bank,  Scranton,  conversion  of  Security  Savings  Bank  . 

July 

16 

24,086 

18387 

KENTUCKY 

The  First  Guaranty  National  Bank,  Martin,  conversion  of  First  Guaranty  Bank  .  . . . 

December 

17 

81,871 

18346 

MINNESOTA 

Minnesota  Bank,  National  Association,  Caledonia,  conversion  of  Minnesota  State 
Bank  of  Caledonia-Hokah  . 

August 

15 

37,977 

18342 

OHIO 

Farmers  Banking  Company,  National  Association,  Lakeview,  conversion  of  The 
Farmers  Banking  Company . 

August 

13 

53,203 

18487 

OKLAHOMA 

First  National  Bank  of  Johnston  County,  Tishomingo,  conversion  of  First  State  Bank 

October 

18 

36,488 

18312 

WYOMING 

American  National  Bank  of  Afton,  Afton,  conversion  of  First  State  Bank  at  Afton 

June 

30 

8,346 

NOTE:  Comparable  information  for  January  1  to  June  30,  1984,  can  be  found  in  Volume  3,  Number  3,  Quarterly  Journal,  p  223 
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Mergers  consummated  involving  two  or  more  operating  banks,  July  1  to  December  31,  1984 

(Dollar  amounts  in  thousands) 


Effective 

date 


ALABAMA 


Merging  banks 
Resulting  bank 


Total  assets 


October  27 


December  3 


SouthTrust  Bank  of  Alabama  National  Association,  Birmingham  (14569) 
First  Bank  of  Alabama,  Alabaster 

SouthTrust  Bank  of  Alabama  National  Association,  Birmingham  (14569) 
SouthTrust  Bank  of  Calhoun  County,  National  Association,  Anniston  (3041) 
Peoples  Bank  of  Anniston,  Anniston 

SouthTrust  Bank  of  Calhoun  County,  National  Association,  Anniston  (3041) 


$1  71 5.000 
30,000 
1,745,000 
210,000 
19,000 
219.000 


September  1 1 


CALIFORNIA 

The  Village  Bank,  National  Association,  Westlake  Village  (16923) 
Conejo  Valley  National  Bank  Thousand  Oaks  (17582) 

Conejo  Valley  National  Bank,  Thousand  Oaks  (17582) 


17,758 

25,008 

42,766+ 


July  12 
July  24 
August  1 

August  17 
September  1 
September  1 

September  20 
October  1 
October  19 
December  1 

December  1 

December  1 
December  14C 
December  15 
December  31 C 
December  31 


FLORIDA 

NCNB  National  Bank  of  Florida,  Tampa  (17775) 

Ellis  First  National  Bank  of  West  Pasco.  New  Port  Richey  (15043) 

Ellis  First  National  Bank  in  Tarpon  Springs.  Tarpon  Springs  (13961) 

Ellis  Springs  Bank,  National  Association,  Tarpon  Springs  (18142) 

NCNB  National  Bank  of  Florida,  Tampa  (17775) 

Bank  of  Hallandale  and  Trust  Company,  Hallandale 

Barnett  Bank  of  South  Florida,  National  Association,  Miami  (13828) 

Barnett  Bank  of  South  Florida,  National  Association,  Miami  (13828) 

Flagship  Bank  of  Jacksonville,  Jacksonville 

Sun  Bank/North  Florida,  National  Association,  Jacksonville  (17299) 

Sun  Bank/North  Florida,  National  Association,  Jacksonville  (17299) 
NCNB  National  Bank  of  Florida,  Tampa  (17775) 

Ellis  Bank  and  Trust  Company,  National  Association,  Sarasota  (18137) 
Ellis  Fort  Myers  Bank,  National  Association,  Fort  Myers  (18141) 

NCNB  National  Bank  of  Florida,  Tampa  (17775) 

Flagship  Bank  of  Pinellas,  National  Association,  St  Petersburg  (15281) 
Sun  Bank/Suncoast,  National  Association,  St.  Petersburg  (18012) 

Sun  Bank/Suncoast,  National  Association,  St  Petersburg  (18012) 
Atlantic  National  Bank  of  Florida,  Jacksonville  (6888) 

Atlantic  National  Bank  of  Florida  at  Orange  Park,  Orange  Park  (17812) 
Atlantic  National  Bank  of  Florida,  Jacksonville  (6888) 

NCNB  National  Bank  of  Florida.  Tampa  (17775) 

Ellis  First  National  Bank  of  Bradenton,  Bradenton  (10245) 

NCNB  National  Bank  of  Florida,  DeBary,  Fla  (15348) 

NCNB  National  Bank  of  Florida,  Tampa  (17775) 

First  National  Bank  of  Brevard,  Merritt  Island  (15103) 

First  National  Bank  of  Florida.  Tampa  (3497) 

First  National  Bank  of  Florida,  Tampa  (3497) 

NCNB  National  Bank  of  Florida,  Tampa  (17775) 

NCNB  National  Bank  of  Florida,  Avon  Park  (18136) 

NCNB  National  Bank  of  Florida,  Tampa  (17775) 

Flagship  Bank  of  Fort  Myers,  Fort  Myers 

Sun  Bank/Southwest,  National  Association,  Cape  Coral  (17300) 

Sun  Bank/Southwest,  National  Association,  Cape  Coral  (17300) 

Flagship  State  Bank  of  Polk  County,  Fort  Meade 

Sun  First  National  Bank  of  Polk  County,  Lake  Wales  (16786) 

Sun  First  National  Bank  of  Polk  County,  Lake  Wales  (16786) 

North  Florida  National  Bank,  Tallahassee  (16430) 

Sun  Bank/Tallahassee,  National  Association,  Tallahassee  (18089) 

Sun  Bank/Tallahassee,  National  Association,  Tallahassee  (18089) 
Barnett  Bank  of  South  Florida,  National  Association,  Miami  (13828) 
Great  American  Bank  of  Dade  County,  Miami 
Barnett  Bank  of  South  Florida,  National  Association,  Miami  (13828) 
Florida  National  Bank,  Jacksonville  (8321) 

Lighthouse  National  Bank,  Jupiter  (16455) 

Florida  National  Bank,  Jacksonville  (8321) 

Barnett  Bank  of  Jacksonville,  National  Association,  Jacksonville  (9049) 
Barnett  Bank  of  St  Johns  County,  St  Augustine 
Barnett  Bank  of  Jacksonville.  National  Association,  Jacksonville  (9049) 
NCNB  National  Bank  of  Florida.  Tampa  (17775) 

NCNB  National  Bank  of  Florida  Jacksonville  (18022) 

NCNB  National  Bank  of  Florida.  Tampa  (17775) 


3,850,992 
223,316 
384,580 
30,002 
4,188.890 
293,365 
2,452,350 
2,745,71 5t 
140,837 
126,933 
267,770+ 
4.102,749 
465,270 
34,534 
4,602,553 
163,392 
376,165 
539,713 
3,322,256 
7,006 
3,329,262 
4,482,462 
200,472 
96,798 
4,779,732 
72,151 
1,950,273 
2,017,081 
4.679,968 
35,545 
4,715,513 
63,618 
228.932 
292,550 
93,234 
159,296 
252,530 
10,960 
70.072 
81,032+ 
2,452,350 
103,259 
2,555,609 
4  652.000 
43,000 
4,652,000 
942,469 
15,917 
958,386 
4.714,091 
97.804 
4,808,506 


July  1 

July  25 

July  26 


GEORGIA 

First  National  Bank  of  Madison,  Madison  (7300) 

The  First  National  Bank  of  Athens,  Athens  (1639) 

The  First  National  Bank  of  Athens,  Athens  (1639) 

Bank  South  National  Association,  Atlanta  (9617) 

Bank  of  Cummmg,  Cumming 
Bank  South  Forest  Park 

Bank  South  National  Association  Atlanta  (9617) 

First  National  Bank  of  Brunswick,  Brunswick  (4944) 

The  First  National  Bank  m  Waycross  Waycross  (14193) 
First  National  Bank  of  Brunswick.  Brunswick  (4944) 


32,036 
172,377 
204,413 
1.555.399 
71.995 
150.092 
1.777,486+ 
1 19,180 
46,236 
165,416 
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Mergers  consummated  involving  two  or  more  operating  banks,  July  1  to  December  31.  1984 ' — continued 

(Dollar  amounts  in  thousands) 


Effective 

date 

Merging  banks 

Resulting  bank 

Total  assets 

September  1 

GEORGIA  (cont.) 

The  Citizens  and  Southern  Bank  of  Effingham  County,  Springfield 

The  Citizens  and  Southern  National  Bank,  Savannah  (13068) 

The  Citizens  and  Southern  National  Bank,  Savannah  (13068) 

$  49223 

6  618  890 
6,661  402 

December  1 

First  National  Bank  of  Douglasville,  Douglasville  (16472)  . 

The  Citizens  and  Southern  National  Bank,  Savannah  (13068) 

The  Citizens  and  Southern  National  Bank,  Savannah  (13068) 

9.016 

6,743,465 

6,753,303 

December  31 

The  American  Bank,  Bowman  . 

First  National  Bank  in  Elberton,  Elberton  (14061) 

First  National  Bank  in  Elberton,  Elberton  (14061) 

9,251 
64,250 
73,501  + 

October  31 

INDIANA 

Pierceton  State  Bank,  Pierceton  . 

First  National  Bank  of  Warsaw,  Warsaw  (14382) 

First  National  Bank  of  Warsaw,  Warsaw  (14382) 

26,504 

154,177 

182,459 

December  31 

MARYLAND 

Frostburg  National  Bank,  Frostburg  (13979) 

The  First  National  Bank  of  Maryland,  Baltimore  (1413) 

The  First  National  Bank  of  Maryland,  Baltimore  (1413)  . 

44,584 

3,759,164 

3,803,748+ 

October  29 

MASSACHUSETTS 

Bank  of  Boston-Western  Massachusetts,  N  A  ,  Springfield  (1939)  ....... 

Bank  of  Boston-Berkshire.  National  Association,  Pittsfield  (1260) 

Bank  of  Boston-Western  Massachusetts,  N  A  ,  Springfield  (1939) 

763,000 

59.000 

822,000 

September  1 

MICHIGAN 

The  Michigan  National  Bank-Dearborn,  Dearborn  (16157) 

Michigan  National  Bank-South  Metro,  Lincoln  Park  (16974) 

Michigan  National  Bank-South  Metro,  Lincoln  Park  (16974) 

199.481 

38,878 

238,359 

September  1 

The  Michigan  National  Bank-Grosse  Pomtes,  Grosse  Pointe  Woods  (16970) 

Michigan  National  Bank  of  Detroit,  Detroit  (14948) 

Michigan  National  Bank  of  Detroit,  Detroit  (14948) 

19.645 

1,713,136 

1,732,781 

June  1C 

MINNESOTA 

First  State  Bank  of  Lakefield,  Lakefield  . 

First  National  Bank  of  Worthington,  Worthington  (8989) 

First  National  Bank  in  Worthington,  Worthington  (8989) 

27,537 

83,224 

110,761+ 

September  1C 

Norwest  Bank  Virginia,  Virginia  . 

Norwest  Bank  Eveleth,  N.A.,  Eveleth  (14536)  . 

Norwest  Bank  Eveleth,  N.A  ,  Eveleth  (14536) . 

45,305 

85,484 

130,694 

September  29 

MISSISSIPPI 

Merchants  and  Planters  Bank,  Hazlehurst  .... 

State  Guaranty  Bank,  Magee  . 

First  National  Bank  of  Jackson,  Jackson  (10523) 

First  National  Bank  of  Jackson,  Jackson  (10523) . 

49,977 
45.615 
1,767,1 10 

1 ,862,702+ 

December  1 

The  Merchants  &  Farmers  Bank,  Meridian  . 

Deposit  Guaranty  National  Bank,  Jackson  (15548) 

Deposit  Guaranty  National  Bank,  Jackson  (15548) 

175,773 

2,361,163 

2.546,920 

September  21 

MISSOURI 

The  First  National  Mercantile  Bank  of  Monett,  Monett  (5973) 

Mercantile  Bank  of  Wheaton,  Wheaton . 

The  First  National  Mercantile  Bank  of  Monett.  Monett  (5973) 

41,604 

12,405 

54,009 

September  24 

NEBRASKA 

First  Savings  Company  of  Fremont,  Fremont 

First  National  Bank  &  Trust  Company  of  Fremont,  Fremont  (13408) 

First  National  Bank  &  Trust  Company  of  Fremont,  Fremont  (13408) 

4,539 

99,155 

102,456 

October  1 

First  Savings  Company  of  Sidney,  Sidney  . 

First  National  Bank  of  Sidney,  Sidney  (18339)  . 

First  National  Bank  of  Sidney,  Sidney  (18339) 

3,607 

1,050 

4,162 

August  31 

NEW  HAMPSHIRE 

Indian  Plead  National  Bank,  Nashua  (15563) 

Indian  Head  National  Bank  of  Claremont,  Claremont  (4793) 

Indian  Head  National  Bank  of  Concord,  Concord  (16175) 

Indian  Head  National  Bank,  Nashua  (15563) 

388  489 

25  394 

316  631 
450.515 

September  28 

NEW  JERSEY 

Midlantic  National  Bank/North,  West  Paterson  (15709) 

Midlantic  National  Bank/Citizens,  Tenafly  (4365) 

Midlantic  National  Bank/North,  West  Paterson  (15709) 

1,261,508 

651,694 

1  913,202 

October  1 

First  National  Bank  and  Trust  Company  of  Beverly,  Edgewater  Township  (8704) 

The  First  Jersey  National  Bank/South,  Atlantic  City  (16397) 

The  First  Jersey  National  Bank/South,  Atlantic  City  (16397) 

82,469 

751,779 

834  248+ 

October  1 

Citizens  United  Bank,  National  Association.  Vineland  (13125) 

New  Jersey  National  Bank,  Trenton  (1327) 

New  Jersey  National  Bank,  Trenton  (1327) 

250  293 

1  408  482 
1,658  775+ 
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Mergers  consummated  involving  two  or  more  operating  banks,  July  1  to  December  31 ,  1984  * — continued 

(Dollar  amounts  in  thousands) 


Effective 

date 


Merging  banks 
Resulting  bank 


Total  assets 


November  1 


November  26 


December  3 


First  National  State  Bank.  Newark  (1452) 

Fidelity  Union  Bank  First  National  State,  Newark  (15845) 

First  National  State  Bank  Newark  (1452) 

Livingston  National  Bank,  Livingston  (13129) 

The  First  Jersey  National  Bank,  Jersey  City  (374) 

The  First  Jersey  National  Bank.  Jersey  City  (374) 

First  County  Bank  of  New  Jersey,  North  Brunswick 

The  First  Jersey  National  Bank/Central.  Perth  Amboy  (12524) 

The  First  Jersey  National  Bank/Central.  Perth  Amboy  (12524) 


$4  306  649 
2,823.664 
7  1 30,31 3 
75,507 
1,384  828 
1 ,460,335 
63  089 
102,869 
165,958+ 


July  31 


December  1 


NEW  YORK 

The  National  Bank  and  Trust  Company  of  Norwich.  Norwich  (1354) 
National  Bank  of  Oxford,  Oxford  (14025) 

The  National  Bank  and  Trust  Company  of  Norwich,  Norwich  (1354) 

The  Columbus  Trust  Company,  Newburgh 

Key  Bank  of  Southeastern  New  York  National  Association,  Chester  (1349) 
Key  Bank  of  Southeastern  New  York  National  Association,  Chester  (1349) 


353,161 

19,606 

367,467 

65,740 

402,756 

468,496+ 


August  1 


NORTH  CAROLINA 

Citizens  National  Bank,  Concord  (14481) 

The  Concord  National  Bank,  Concord  (3903) 
First  Charter  National  Bank,  Concord  (3903) 


53,320 
61,226 
1 14.546+ 


July  1 
July  14 
August  1 

September  30 

October  31 
November  1 

November  2 
December  21 
December  31 
December  31 

July  2 


September  10 

September  15 
September  21 


OHIO 

The  Farmers  &  Merchants  Bank  Company,  Anna 
The  First  National  Bank,  Sidney  (5214) 

The  First  National  Bank,  Sidney  (5214) . 

The  City  Bank  Company,  Lorain 

The  Central  Trust  Company  of  Northern  Ohio,  N  A  ,  Lorain  (15456) 

The  Central  Trust  Company  of  Northern  Ohio,  N  A  ,  Lorain  (15456) 

The  Waverly  State  Bank,  Waverly 

Bank  One.  Portsmouth,  National  Association,  Portsmouth  (7781) 

Bank  One,  Portsmouth,  National  Association,  Portsmouth  (7781) 

The  Harter  Bank  and  Trust  Company,  Canton 
The  First  National  Bank  of  Salem,  Salem  (43) 

The  Farmers  National  Bank  and  Trust  Company  of  Ashtabula,  Ashtabula  (975) 

Society  Bank  of  Eastern  Ohio,  Youngstown 

Society  Bank  of  Eastern  Ohio,  National  Association  (43) 

The  Huntington  National  Bank,  Columbus  (7745) 

The  Huntington  National  Bank  of  Northeast  Ohio,  Cleveland  (18013) 

The  Huntington  National  Bank  of  Port  Clinton,  Port  Clinton  (13989) 

The  Huntington  National  Bank,  Columbus  (7745) 

Society  Bank.  National  Association,  Springfield  (2932) 

The  Waynesville  National  Bank,  Waynesville  (2220) 

Society  Bank.  National  Association,  Springfield  (2932) 

National  City  Bank  of  Marion,  Marion  (11831) 

First  National  Bank  of  Gallon,  Gallon  (419) 

National  City  Bank  of  Marion,  Marion  (1 1831) 

First  National  Bank  of  Akron,  Akron  (14579) 

The  Twinsburg  Banking  Company,  Twmsburg 
First  National  Bank  of  Akron  Akron  (14579) 

Exchange  Bank  Company,  Canal  Fulton 
First  National  Bank  of  Akron,  Akron  (14579) 

First  National  Bank  of  Akron,  Akron  (14579) 

The  Commercial  Bank  &  Savings  Company,  Fostoria 
The  Commercial  National  Bank  of  Tiffin,  Tiffin  (7795) 

Commercial  National  Bank,  Tiffin  (7795) 

OREGON 

United  States  National  Bank  of  Oregon.  Portland  (4514) 

Bank  of  Milton-Freewater,  Milton-Freewater 

The  Bank  of  Milwaukie  Milwaukie 

United  States  National  Bank  of  Oregon  Portland  (4514) 

PENNSYLVANIA 

Fidelity  Bank.  Rosemont 

Southeast  National  Bank  of  Pennsylvania,  Malvern  (355) 

Fidelity  Bank,  National  Association  Malvern  (355) 

Scranton  National  Bank.  Scranton  (13947) 

First  Eastern  Bank  National  Association  Wilkes-Barre  (30) 

First  Eastern  Bank  National  Association,  Wilkes-Barre  (30) 

Lewisburg  Trust  Bank,  Lewisbura 

Commonwealth  Bank  and  Trust  Company  N  A  Williamsport  (1  75) 
Commonwealth  Bank  and  Trust  Company.  N  A  Williamsport  (175) 


16,493 
105,327 
121,820+ 
54,946 
157,057 
206,003+ 
34,345 
178,546 
212,891  + 
652,086 
99.331 
208  429 
137,428 
1,097,274 
4,235,140 
1,209,947 
66,013 
5.440,071 
303,717 
40,690 
344,407 
167,805 
43,865 
211,670 
1.229,592 
11,807 
1,241,399 
21,783 
1,189,361 
1,21 1,144+ 
60,207 
120,477 
181,754 


6,397,61 8 
5,705 
1 1,014 
6  408  271 


4.628.117 
934  876 
5,521,705 
122,742 
1.079.485 
1  184.500 
51.838 
552,273 
604  1 1  1 
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Mergers  consummated  involving  two  or  more  operating  banks,  July  1  to  December  31.  1984  * — continued 

(Dollar  amounts  in  thousands) 


Effective 

date 

Merging  banks 

Resulting  bank 

Total  assets 

Tri-County  Bank,  Bowmanstown . 

$  77,464 

The  Merchants  National  Bank  of  Allentown,  Allentown  (6645) 

836,511 

December  15 

The  Merchants  National  Bank  of  Allentown,  Allentown  (6645) 

RHODE  ISLAND 

913,975 

Rhode  Island  Hospital  Trust  National  Bank,  Providence  (15723)  . 

1.832.953 

Columbus  National  Bank  of  Rhode  Island.  Providence  (13981) 

197  056 

September  30 

Rhode  Island  Hospital  Trust  National  Bank,  Providence  (15723) 

SOUTH  CAROLINA 

2.031.724 

First  National  Bank  of  South  Carolina.  Columbia  (13720) 

1,461,548 

The  South  Carolina  National  Bank,  Charleston  (2044)  ............ 

2,125,101 

December  1 

The  South  Carolina  National  Bank,  Charleston  (2044) . 

TENNESSEE 

3,586,649+ 

First  American  National  Bank  of  Jackson.  Jackson  (2168) 

148,808 

First  American  National  Bank  of  Milan,  Milan  (17841) . 

51.544 

First  American  National  Bank  of  Obion  County,  Union  City  (17840) . 

54,479 

March  21  * 

First  American  National  Bank  of  Jackson,  Jackson  (2168) . 

254,831  + 

First  Tennessee  Bank  National  Association  Memphis,  Memphis,  Tenn.  (336)  ...... 

3.427,509 

First  Tennessee  Bank  National  Association  Franklin,  Franklin  (8443) . 

137,245 

First  Tennessee  Bank  N  A.  Cookeville,  Cookeville  (9667) . 

108,565 

First  Tennessee  Bank  N  A  Nashville,  Nashville  (16410) . 

98,919 

First  Tennessee  Bank  N.A.  Murfreesboro,  Murfreesboro  (14736) 

46,350 

First  Tennessee  Bank,  Gallatin  .......... 

39.269 

August  1 

First  Tennessee  Bank  National  Association  Memphis,  Memphis  (336) 

3,857.857+ 

First  Tennessee  Bank  National  Association  Memphis,  Memphis  (336)  . 

3,427.509 

First  Tennessee  Bank,  Maryville . 

216  632 

Jefferson  County  Bank,  Dandridge  . 

41,446 

September  1 

First  Tennessee  Bank  National  Association  Memphis,  Memphis  (336)  ... 

TEXAS 

3  685,587+ 

Capital  Bank,  National  Association,  Houston  (15528) . 

1,043,461 

Bank  of  the  Southwest  National  Association,  Houston  (8645)  . 

3,502,505 

October  10C 

Capital  Bank,  National  Association,  Houston  (15528)  . 

4,545,966+ 

San  Antonio  Bank  &  Trust  Company,  San  Antonio . 

104.488 

MBank  Alamo,  National  Association,  San  Antonio  (4525) . 

685,042 

December  31 

MBank,  National  Association,  San  Antonio  (4525)  . 

UTAH 

789,530 

Second  National  Bank  of  Layton,  Layton  (16225)  . 

4.607 

The  First  National  Bank  of  Layton,  Layton  (7685)  . 

40,826 

July  1 

The  First  National  Bank  of  Layton,  Layton  (7685) . 

VIRGINIA 

45,433+ 

Dominion  Bank,  National  Association,  Roanoke  (2737) . 

2,128,000 

Dominion  Bank  of  Bristol,  National  Association,  Bristol  (16174) . 

126,000 

October  20C 

Dominion  Bank,  National  Association,  Roanoke  (2737) . 

WEST  VIRGINIA 

2,252,000 

First  West  Virginia  Bank,  National  Association-Warwood,  Wheeling  (16248) 

27,348 

First  West  Virginia  Bank,  National  Association-Community,  Wheeling 

18,771 

July  23 

First  West  Virginia  Bank,  National  Association,  Wheeling  (16332) 

46,119 

Bank  of  Nitro,  Nitro . 

47,609 

Bank  of  Nitro,  National  Association,  Nitro  (18336) 

240 

December  27 

Bank  of  Nitro,  National  Association,  Nitro  (18336) . 

47,609 

C:  Consolidation 

’Comparable  information  for  January  1  to  June  30,  1984,  can  be  found  in  Quarterly  Journal,  Vol  3,  No  3,  p  224 
t  Actual  asset  information  for  these  mergers  was  not  available  at  press  time.  The  figures  were  statistically  estimated 


209 


Mergers’  consummated  involving  a  single  operating  bank,  July  1  to  December  31,  1984 

(Dollar  amounts  in  thousands) 


Effective 

date 

Operating  bank 

New  bank 

Resulting  bank 

Total 

assets 

December  1 

ALABAMA 

The  First  National  Bank  in  Sylacauga  Sylacauga 

First  Sylacauga  Interim  Bank.  National  Association.  Sylacauga 

The  First  National  Bank  in  Sylacauga.  Sylacauga  (7484) 

$48,510+ 

July  12 

CALIFORNIA 

Huntington  National  Bank,  Huntington  Beach 

Interim  Huntington  National  Bank  Huntington 

Huntington  National  Bank  Huntington  Beach  (17224) 

40,600 

September  12 

Ventura  County  National  Bank  Oxnard 

Ventura  County  Interim  National  Bank  Oxnard 

Ventura  County  National  Bank.  Oxnard  (17507)  . 

36.951 

November  30 

CONNECTICUT 

Citizens  National  Bank  of  Southington,  Plantsville 

NBl  National  Bank  Plantsville 

Citizens  National  Bank  of  Southington  Plantsville  (15549) . 

56,407 

November  20 

GEORGIA 

American  National  Bank  of  Brunswick,  Brunswick 

American  National  Interim  Bank,  Brunswick 

American  National  Bank  of  Brunswick  Brunswick  (14483) 

130,256 

December  31 

First  National  Bank  of  Newton  County,  Covington 

Interim  National  Bank  of  Newton  County  Covington 

First  National  Bank  of  Newton  County.  Covington  (15148) 

42,879 

July  20 

ILLINOIS 

LaSalle  National  Bank,  LaSalle 

LSNB  Bank,  National  Association,  LaSalle 

LaSalle  National  Bank,  LaSalle  (2503) 

67.893 

August  15 

The  First  National  Bank  of  Marissa.  Marissa 

Marissa  National  Bank,  Marissa 

The  First  National  Bank  of  Marissa,  Marissa  (13735) 

30,404 

August  15 

The  First  National  Bank  of  Smithton,  Smithton 

Smithton  National  Bank,  Smithton 

The  First  National  Bank  of  Smithton,  Smithton  (13525) 

1 1 ,086 

August  16 

The  First  National  Bank  in  Columbia,  Columbia 

Mam  Street  National  Bank,  Columbia 

The  First  National  Bank  in  Columbia,  Columbia  (13805) 

50,169 

September  13 

The  Champaign  National  Bank,  Champaign 

The  Champaign  Interim  National  Bank,  Champaign 

The  Champaign  National  Bank,  Champaign  (2829) 

184.383 

September  13 

The  Market  Place  National  Bank,  Champaign 

Market  Place  Interim  National  Bank,  Champaign 

The  Market  Place  National  Bank,  Champaign  (16643) 

9  824 

October  31 

National  Bank  of  Monticello,  Monticello 

Monticello  National  Bank,  Monticello 

National  Bank  of  Monticello  Monticello  (13865) 

69.372 

December  15 

The  Carlinville  National  Bank,  Carlinville 

C  N  B  Bank,  Carlinville 

The  Carlinville  National  Bank,  Carlinville  (4299) 

78,847+ 

December  28 

First  National  Bank  of  Effingham,  Effingham 

Second  National  Bank  of  Effingham,  Effingham 

First  National  Bank  of  Effingham  Effingham  (4233) . 

83,598 

December  31 

First  National  Bank  of  Carthage,  Carthage 

CNB  Bank,  National  Association,  Carthage 

First  National  Bank  of  Carthage,  Carthage  (14134) . 

24.622  + 

December  31 

The  National  Bank  of  Monmouth,  Monmouth 

Monmouth  City  National  Bank,  Monmouth 

The  National  Bank  of  Monmouth  Monmouth  (4400) 

64  335 

July  31 

INDIANA 

The  First  National  Bank  of  Rochester,  Rochester 

FNR  National  Bank,  Rochester 

The  First  National  Bank  of  Rochester,  Rochester  (7655) 

68,507 

August  31 

The  Merchants  National  Bank  of  Terre  Haute,  Terre  Haute 

The  Second  Merchants  National  Bank  of  Terre  Haute,  Terre  Haute 

The  Merchants  National  Bank  of  Terre  Haute  Terre  Haute  (13938) 

269,053 

October  5 

The  National  Bank  of  Greenwood  Greenwood 

Greenwood  Interim  National  Bank 

The  National  Bank  of  Greenwood  Greenwood  (14292) 

131.707 

July  16C 

IOWA 

The  First  National  Bank  of  Sioux  Center  Sioux  Center 

Sioux  Center  Interim  Bank,  National  Association  Sioux  Center 

The  F  irst  National  Bank  of  Sioux  Center  Sioux  Center  (7369) 

48,603 
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Mergers *  consummated  involving  a  single  operating  bank,  July  1  to  December  31,  1984 — continued 

(Dollar  amounts  in  thousands) 


Effective 

date 

Operating  bank 

New  bank 

Resulting  bank 

Total 

assets 

July  2 

KENTUCKY 

The  City  National  Bank  of  Fulton,  Fulton 

CNB  Interim  National  Bank,  Fulton 

The  City  National  Bank  of  Fulton,  Fulton  (6167) 

52.973 

August  15 

The  First  National  Bank  of  Versailles,  Versailles 

FBV  Bank,  National  Association,  Versailles 

The  First  National  Bank  of  Versailles,  Versailles  (16905) 

9.553 

October  1 

The  Citizens  National  Bank  of  Bowling  Green,  Bowling  Green 

Kentucky  Southern  National  Bank,  Bowling  Green 

The  Citizens  National  Bank  of  Bowling  Green,  Bowling  Green  (5900) 

124  647 

December  21 C 

The  Third  National  Bank  of  Ashland,  Ashland 

TNB,  National  Association,  Ashland 

The  Third  National  Bank  of  Ashland,  Ashland  (12293) . 

166,665 

December  21 

Morganfield  National  Bank,  Morganfield 

MN  National  Bank,  Morganfield 

Morganfield  National  Bank,  Morganfield  (7490) . 

69,111 

July  1 

LOUISIANA 

Gulf  National  Bank  at  Lake  Charles,  Lake  Charles 

Lake  Charles  National  Bank,  Lake  Charles 

Gulf  National  Bank  at  Lake  Charles,  Lake  Charles  (14621) 

148  628 

August  IOC 

First  National  Bank  of  Denham  Springs,  Denham  Springs 

New  First  National  Bank  of  Denham  Springs,  Denham  Springs 

First  National  Bank  of  Denham  Springs,  Denham  Springs  (15344) 

65,100 

July  1 

MARYLAND 

Farmers  and  Mechanics  National  Bank,  Frederick 

Market  National  Bank,  Frederick 

Farmers  and  Mechanics  National  Bank,  Frederick  (1267)  . 

326,242 

September  6 

MICHIGAN 

The  National  Bank  of  Royal  Oak,  Royal  Oak 

NBR  National  Bank,  Royal  Oak 

The  National  Bank  of  Royal  Oak,  Royal  Oak  (14773)  . 

76.387 

December  31 C 

First  National  Bank  of  Fenton,  Fenton 

First  National  Interim  Bank  of  Fenton,  Fenton 

First  National  Bank  of  Fenton,  Fenton  (15446)  . 

72,232 

July  1C 

MISSISSIPPI 

National  Bank  of  Commerce  of  Mississippi,  Starkville 

NBCM  Interim  National  Bank,  Starkville 

National  Bank  of  Commerce  of  Mississippi,  Starkville  (3656)  . 

253,576 

July  2 

NEW  HAMPSHIRE 

Farmington  National  &  Savings  Bank,  Farmington 

New  Farmington  National  Bank,  Farmington 

Farmington  National  &  Savings  Bank,  Farmington  (13764) 

41.590 

October  31 

Amoskeag  National  Bank  &  Trust  Company,  Manchester 

New  Amoskeag  National  Bank,  Manchester 

Amoskeag  National  Bank  &  Trust  Company,  Manchester  (574) 

166.952 

July  31C 

NEW  JERSEY 

The  Peoples  National  Bank  of  Central  Jersey,  Piscataway 

Ultra  National  Bank,  Piscataway 

The  Peoples  National  Bank  of  Central  Jersey,  Piscataway  (3697) . 

173,194 

October  1 

The  First  National  Bank  and  Trust  Company  of  Kearny,  Kearny 

Second  National  Bank  of  Kearny,  Kearny 

The  First  National  Bank  and  Trust  Company  of  Kearny,  Kearny  (8627)  . 

180,600 

September  25 

NEW  MEXICO 

Los  Alamos  National  Bank,  Los  Alamos 

The  National  Bank  of  Los  Alamos,  Los  Alamos 

Los  Alamos  National  Bank,  Los  Alamos  (15108) 

74,711+ 

July  2 

NEW  YORK 

The  Keeseville  National  Bank,  Keeseville 

KNB  National  Bank,  Keeseville 

The  Keeseville  National  Bank,  Keeseville  (1753) 

43.978 

September  4 

Bank  of  the  Plamptons,  N  A  East  Hampton 

Hamptons  Interim  National  Bank,  East  Hampton 

Bank  of  the  Hamptons,  N  A  ,  East  Hampton  (15464) 

52.000 

September  8 

The  Fishkill  National  Bank,  Beacon 

Fishkill  Bank,  N  A  ,  Beacon 

The  Fishkill  National  Bank,  Beacon  (35) 

111,326 

September  10 

First  National  Bank  of  Rochester,  Rochester 

New  First  National  Bank  of  Rochester,  Rochester 

First  National  Bank  of  Rochester,  Rochester  (15556) 

81,098 
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Mergers'  consummated  involving  a  single  operating  bank,  July  1  to  December  31,  1984 — continued 

(Dollar  amounts  in  thousands) 


Effective 

date 

Operating  bank 

New  bank 

Resulting  bank 

Total 

assets 

October  31 

NEW  YORK  (cont.) 

The  Oneioa  Valley  National  Bank.  Oneida 

The  New  Oneida  Valley  National  Bank,  Oneida 

The  Oneida  Valley  National  Bank,  Oneida  (1090)  . 

$  80.990 

July  1C 

OHIO 

The  Miami  Citizens  National  Bank  and  Trust  Company,  Piqua 

MCNB  Interim  Bank,  National  Association,  Piqua 

The  Miami  Citizens  National  Bank  and  Trust  Company,  Piqua  (1061) . 

125,959 

October  31 

The  First  National  Bank  of  Findlay,  Findlay 

FTB  Eighth  National  Bank,  Findlay 

The  First  National  Bank  of  Findlay,  Findlay  (36)  . 

185.303 

October  31 

The  United  National  Bank  &  Trust  Company,  Canton 

UNB,  National  Association,  Canton 

The  United  National  Bank  &  Trust  Company,  Canton  . 

189,942 

December  21 C 

United  National  Bank,  Convoy 

Metro  United  National  Bank,  Convoy 

United  National  Bank,  Convoy  (8017)  . 

33,837 

September  13 

OREGON 

Valley  National  Bank  of  Oregon  Forest  Grove 

Interim  Valley  National  Bank  of  Oregon,  Forest  Grove 

Valley  National  Bank  of  Oregon.  Forest  Grove  (8554)  . 

54.508+ 

July  1 

PENNSYLVANIA 

The  First  National  Bank  of  Berwick,  Berwick 

FKC  Interim  National  Bank,  Berwick 

The  First  National  Bank  of  Berwick,  Berwick  (568)  . 

75,926 

July  2 

The  First  National  Bank  of  Jermyn,  Jermyn 

FNBJ  National  Bank,  Jermyn 

The  First  National  Bank  of  Jermyn,  Jermyn  (6158) 

108,659 

July  2 

First  National  Bank  of  Western  Pennsylvania,  New  Castle 

Interim  First  National  Bank  of  Western  Pennsylvania,  New  Castle 

First  National  Bank  of  Western  Pennsylvania.  Castle  (562)  . 

214,384 

August  1 

The  First  National  Bank  of  Bradford  County,  Towanda 

Indian  National  Bank  of  Bradford  County,  Towanda 

The  First  National  Bank  of  Bradford  County,  Towanda  (39) 

78,533 

August  1 

The  Second  National  Bank  of  Nazareth,  Nazareth 

FCB  Interim  National  Bank,  Nazareth 

The  Second  National  Bank  of  Nazareth,  Nazareth  (5686) 

91,892 

September  13 

The  First  National  Bank  of  West  Chester,  West  Chester 

Interim  National  Bank  of  West  Chester,  West  Chester 

The  First  National  Bank  of  West  Chester,  West  Chester  (148) 

119,430 

September  30 

The  Hazelton  National  Bank,  Hazelton 

FV  Interim  National  Bank,  Bethlehem 

The  Hazelton  National  Bank,  Hazelton  (4204) . 

18.223 

October  1 

The  Quakertown  National  Bank,  Quakertown 

Quakertown  Interim  National  Bank,  Quakertown 

The  Quakertown  National  Bank,  Quakertown  (2366)  . 

110.986 

October  15 

The  Merchants  National  Bank  of  Shenandoah,  Shenandoah 

M  S  Nat'onal  Bank,  Shenandoah 

The  Merchants  National  Bank  of  Shenandoah,  Shenandoah  (4546)  . 

38,812 

September  30 

TENNESSEE 

First  and  Peoples  National  Bank,  Gallatin 

FPB  Interim  National  Bank,  Gallatin 

First  and  Peoples  National  Bank,  Gallatin  (5545)  . 

46,604+ 

October  12 

First  National  Bank  of  LaFollette.  LaFollette 

LaFollette  Interim  Bank,  National  Association,  LaFollette 

First  National  Bank  of  LaFollette,  LaFollette  (7225) 

45,987 

October  30 

The  First  National  Bank  of  Manchester,  Manchester 

First  National  Interim  Bank.  Manchester,  Manchester 

The  First  National  Bank  of  Manchester,  Manchester  (5528) 

42.522 

December  31 

First  National  Bank  of  Shelbyville,  Shelbyville 

First  Shelbyville  Interim  National  Bank,  Shelbyville 

First  National  Bank  of  Shelbyville,  Shelbyville  (10785) 

86.746 

September  1 

VIRGINIA 

American  National  Bank  and  Trust  Company  of  Danville,  Danville 

Danville  Interim  Bank  National  Association.  Danville 

American  National  Bank  and  Trust  Company  of  Danville,  Danville  (9343) 

126,976 

September  1 

Farmers  and  Merchants  National  Bank  of  Hamilton,  Hamilton 

Farmers  and  Merchants  Interim  Bank  National  Association,  Hamilton 

Farmers  and  Merchants  National  Bank  of  Hamilton,  Hamilton  (9861) 

41.857 

The  Old  Pomt  National  Bank  of  Phoebus.  Hampton 

Old  Point  Bank  National  Association,  Hampton 

The  Old  Pomt  National  Bank  of  Phoebus  Hampton  (12267) 

105  000 
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Mergers*  consummated  involving  a  single  operating  bank,  July  1  to  December  31,  1984 — continued 

(Dollar  amounts  in  thousands) 


Effective 

date 

Operating  bank 

New  bank 

Resulting  bank 

Total 

assets 

July  1 

WASHINGTON 

Bellingham  National  Bank,  Bellingham 

New  Bellingham  National  Bank,  Bellingham 

Bellingham  National  Bank,  Bellingham  (7474) 

111,112 

July  1 

The  First  National  Bank  of  Enumclaw,  Enumclaw 

First  Bank  of  Enumclaw,  National  Association,  Enumclaw 

The  First  National  Bank  of  Enumclaw,  Enumclaw  (121 14) 

81.871 

July  1 

WEST  VIRGINIA 

The  Weston  National  Bank,  Weston 

WNB  National  Bank,  Weston 

The  Weston  National  Bank,  Weston,  (13634)  . 

52  662 

July  2 

The  First  National  Bank  of  Morgantown,  Morgantown 

Vandalia  National  Bank,  Morgantown 

The  First  National  Bank  of  Morgantown,  Morgantown  (14396) 

239  590 

July  18 

The  Matewan  National  Bank,  Matewan 

Matewan  Bank,  National  Association,  Matewan 

The  Matewan  National  Bank,  Matewan  (10370)  . 

70,726 

August  31 

Guaranty  National  Bank  of  Huntington,  Huntington 

Guaranty  Bank,  National  Association,  Huntington 

Guaranty  National  Bank  of  Huntington,  Huntington  (14706) . 

1 28  792 

October  8C 

The  National  Bank  of  Logan,  Logan 

Interim  National  Bank  of  Logan,  Logan 

The  National  Bank  of  Logan,  Logan  (13954)  . 

121,257 

December  1 7 

Cherry  River  National  Bank,  Richwood 

CR  National  Bank,  Inc.  (Interim),  Richwood 

Cherry  River  National  Bank,  Richwood  (13627)  . 

27.974 

December  31 

The  First  National  Bank  and  Trust  Company  of  Wheeling,  Wheeling 

First  National  Interim  Bank,  Wheeling 

The  First  National  Bank  and  Trust  Company  of  Wheeling,  Wheeling  (8983)  .... 

113,601 

December  20 

WISCONSIN 

The  American  National  Bank  of  Beaver  Dam,  Beaver  Dam 

ANBB  National  Bank,  Beaver  Dam 

The  American  National  Bank  of  Beaver  Dam,  Beaver  Dam  (4602) 

62,546 

*  Includes  consolidations  effected  pursuant  to  corporate  reorganizations  Does  not  include  transactions  involving  more  than  a  single  operating 
bank  Those  transactions  can  be  found  on  p.  206. 

t  Actual  asset  Information  was  not  available  at  press  time  The  figures  were  statistically  estimated 
C:  Consolidation 
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Purchases  of  state  banks  by  national  banks,  by  states,  July  1  to  December  31.  1984 

(Dollar  amounts  in  thousands) 


Title  and  location  of  bank 

Effective 

date 

Total  assets  of 
state  banks 

Total  14  banks 

COLORADO 

Security  Nat'ona1  Bank  Holyoke  (20633),  purchased  Farmers  State  Bank  of  Holyoke,  Holyoke 

December 

7 

S  3,498 

FLORIDA 

Pan  American  Bank,  National  Association  Miami  (16442)  purchased  Central  Bank  and  Trust 

Company,  Miami . 

and  Central  Bank  of  North  Dade  Miami  .  . 

July 

July 

2 

2 

176,765 

61,176 

ILLINOIS 

First  National  Bank  of  Sandwich.  Sandwich  (20662),  purchased  First  Security  Bank  of  Sandwich. 
Sandwich  . 

December 

22 

13,422 

KANSAS 

Charter  Bank  National  Association,  Wichita  (20646),  purchased  University  Bank  of  Wichita,  Wichita 

December 

1 1 

5  423 

MINNESOTA 

Shelard  National  Bank  St  Louis  Park  (16128),  purchased  Guaranty  State  Bank  of  St  Paul,  St  Paul 

July 

19 

28,619 

NEBRASKA 

First  National  Bank  of  Omaha,  Omaha  (209),  purchased  David  City  Bank,  David  City 

The  National  Bank  of  Neligh,  Neligh  (13568),  purchased  Bank  of  Verdigre  and  Trust  Company, 

Verdigre  . 

The  First  National  Bank  of  Valentine,  Valentine  (6378),  purchased  Farmers  State  Bank,  Kilgore 

September 

September 

October 

6 

19 

23 

21,321 

12,358 

6.082 

NEW  YORK 

Citibank,  National  Association,  New  York  (1461),  purchased  Girod  Trust  Company,  San  Juan,  Puerto 
Rico  . 

August 

19 

405.685 

OKLAHOMA 

The  First  National  Bank  and  Trust  Company  of  Enid,  Enid  (9586),  purchased  Community  Bank  and 

Trust  Company  of  Enid,  Enid  .  .  ... 

The  First  National  Bank  in  Madill,  Madill  (13021),  purchased  Texoma  Bank,  Kingston 

September 

November 

19 

19 

23,176 

8,169 

OREGON 

First  Interstate  Bank  of  Oregon,  National  Association,  Portland  (3728),  purchased  Bank  of  the 

Northwest,  Eugene 

August 

31 

21,780 

TENNESSEE 

First  National  Bank  and  Trust  Company,  Rockwood  (14231),  purchased  The  Dayton  Bank  and  Trust 
Company  Dayton .  . 

November 

30 

49,191 

Comparable  information  for  January  1  to  June  30,  1984,  can  be  found  in  Quarterly  Journal  Vol.  3,  No.  3,  p.  232. 


National  banks  converted  to  state  banks,  by  states,  July  1  to  December  31,  1984 

(Dollar  amounts  in  thousands) 


Charter 

number 

Title  and  location  of  bank 

Effective  date 

Total  assets 

16802 

Total  4  banks 

MICHIGAN 

Northern  National  Bank,  Grayling,  converted  to  Chemical  Bank  North 

August 

31 

$1 1,313 

1183 

NEW  HAMPSHIRE 

The  Somersworth  National  Bank.  Somersworth.  converted  to  The  Somersworth  Bank 

August 

31 

29,344 

357 

PENNSYLVANIA 

Tn  County  National  Bank,  Middleburg,  converted  to  NCB  Bank 

April 

18* 

83,365 

14745 

TEXAS 

First  National  Bank  of  Muleshoe.  Muleshoe,  converted  to  First  Bank  of  Muleshoe 

December 

31 

37,132 

Comparable  nformation  for  January  1  to  June  30,  1984  can  be  found  in  Quarterly  Journal  Vol  3,  No  3,  p  233 

'Nof  ce  of  fhis  transaction  was  received  after  the  Quarterly  Journal.  Vol  3,  No  3  had  gone  to  press 
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National  banks  merged  or  consolidated  with  state  banks,  by  states,  July  1  to  December  31,  1984 

(Dollar  amounts  in  thousands) 


Charter 

number 

Title  and  location  of  bank 

Effective 

date 

Total 
assets  of 
national 
banks 

15055 

Total  15  banks 

FLORIDA 

Caribank,  N  A  ,  Coral  Gables,  merged  into  Caribank,  Dama,  under  the  title  of 

Caribank  . 

June 

8* 

$90  653 

14931 

INDIANA 

Portage  National  Bank,  Portage,  merged  into  Northern  Indiana  Bank  &  Trust 

Company,  Portage,  under  the  title  of  Northern  Indiana  Bank  &  Trust  Company 

January 

17' 

25,519 

8912 

The  Albion  National  Bank,  Albion,  merged  into  The  Campbell  &  Fetter  Bank, 

Kendallville,  under  the  title  of  The  Campbell  &  Fetter  Bank  . 

July 

31 

23  136 

5324 

IOWA 

The  First  National  Bank  of  Eldon,  merged  into  Union  Bank  and  Trust  Company  of 
Ottumwa,  under  the  title  of  Union  Bank  and  Trust  Company  . 

December 

17 

8.461 

16710 

MICHIGAN 

Old  Kent  Bank  of  Norton  Shores,  N  A  ,  Norton  Shores,  merged  into  Pacesetter  Bank 
&  Trust-West  under  the  title  of  Pacesetter  Bank  &  Trust-West  . 

January 

1* 

26.904 

1812 

Pacesetter  National  Bank,  Cassopolis,  consolidated  with  Pacesetter  Bank  and  Trust- 
Southwest,  Niles,  under  the  title  of  Old  Kent  Bank-Southwest 

April 

2 

32.629 

14872 

MISSOURI 

Broadway  National  Bank  of  Kansas  City,  Kansas  City,  merged  into  the  Merchants 

Bank,  Kansas  City,  under  the  title  The  Merchants  Bank  . 

January 

1* 

77,771 

1226 

NEW  YORK 

The  Mohawk  National  Bank,  Schenectady,  merged  into  Norstar  Bank,  Albany,  under 
the  title  of  Norstar  Bank  . 

August 

1 

166.493 

7036 

Bank  of  Long  Island,  N  A  ,  East  Islip,  merged  into  Norstar  Bank  of  Long  Island, 
Hempstead,  under  title  of  Norstar  Bank  of  Long  Island 

December 

3 

89  745 

12196 

OHIO 

Maumee  Valley  National  Bank,  Defiance,  merged  into  The  Toledo  Trust  Company, 
Toledo,  under  title  of  The  Toledo  Trust  Company . 

December 

22 

167,183 

16533 

PENNSYLVANIA 

Yough  Valley  National  Bank,  Connellsville,  merged  into  The  Scottsdale  Bank  &  Trust 

Co.,  Scottsdale,  under  the  title  of  The  Scottsdale  Bank  &  Trust  Co . 

July 

2 

34,915 

9416 

The  First  National  Bank  of  Eldred,  Eldred,  merged  into  Hamlin  Bank  &  Trust  Co., 
Smethport,  under  the  title  of  Hamlin  Bank  &  Trust  Co . 

July 

2 

23,834 

5227 

14223 

Cement  National  Bank,  Northampton,  merged  into  Northeastern  Bank  of 

Pennsylvania,  Wilkes-Barre,  under  the  title  of  Northeastern  Bank  of  Pennsylvania 

VIRGINIA 

Central  Fidelity  Bank,  National  Association,  Southwest,  Abingdon,  merged  into 

Central  Fidelity  Bank,  Richmond,  under  the  title  of  Central  Fidelity  Bank . 

November 

September 

10 

4 

93,208 

11569 

The  Round  Hill  National  Bank,  Round  Hill,  merged  into  First  American  Bank  of 

Virginia,  McLean,  under  the  title  of  First  American  Bank  of  Virginia  . 

July 

1 

31,068 

'Notices  of  these  transactions  were  received  after  the  Quarterly  Journal,  Vol.  3,  No.  3,  had  gone  to  press 
Comparable  information  for  January  1  to  June  30,  1984,  can  be  found  in  the  Quarterly  Journal,  Vol.  3,  No  3,  p  233 
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National  banks  reported  in  liquidation,  by  states,  July  1  to  December  31,  1984 

(Dollar  amounts  in  thousands) 


Title  and  location  of  bank 

Effective  date 

Total  assets  of 
liquidated  bank 

Total  8  nationa  banks 

ARKANSAS 

Jackson  County  National  Bank,  Tuckerman  (12914),  absorbed  by  First  State  Bank  of  Newport,  Newport 

August 

9 

$13,616 

FLORIDA 

Century  National  Bank  Jacksonville  (16616),  absorbed  by  Barnett  Bank  of  Jacksonville,  National 
Association,  Jacksonville  (9049) 

September 

20 

16.717 

ILLINOIS 

The  Coffeen  National  Bank,  Coffeen  (7579)  absorbed  by  Coffeen  State  Bank.  Coffeen 

July 

12 

10937 

KANSAS 

The  First  National  Bank  of  Gaylord  Gaylord  (6970),  absorbed  by  Farmers  National  Bank  of  Gaylord, 
Gaylord  (20566)  . 

October 

25 

8,186 

NEBRASKA 

Commercial  National  Bank  &  Trust  Company  Grand  Island,  Nebraska,  Grand  Island  (14340), 
absorbed  by  Omaha  National  Bank,  Omaha  (1633)  . 

August 

7 

80,132 

NEW  JERSEY 

The  First  National  Bank  of  Belvidere,  Belvidere  (13628),  absorbed  by  United  National  Bank,  Plainfield 
(13174)  . 

July 

9 

38,230 

SOUTH  DAKOTA 

First  National  Bank  of  Selby,  Selby  (4014).  absorbed  by  BankWest  National  Association,  Pierre  (4009) 

December 

6 

22,123 

TEXAS 

American  National  Bank  in  McLean,  McLean  (14165),  absorbed  by  McLean  Bank  of  Commerce, 
McLean  . 

August 

16 

15,209 

Comparable  information  for  January  1  to  June  30,  1984,  can  be  found  in  the  Quarterly  Journal,  Vol  3,  No  3,  p  234 


Assets ,  liabilities  and  capital  accounts  of  national  banks,  September  30,  1983,  and  September  30,  1984 
_  (Dollar  amounts  in  millions) 


Change  September  30,  1983- 
September  30,  1984 
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*  Excludes  five  national  noninsured  trust  companies  with  total  assets  of  $10  6  million  and  one  national  bank  that  did  not  report 


Year-to-date  income  and  expenses  of  national  banks,  September  30,  1984 

(Dollar  amounts  in  millions) 


4,867  banks' 

Consolidated 
foreign  and 
domestic 

Percent 

distribution 

Interest  income 

Interest  and  fee  income  on  loans 

$  82,454 

74  0 

Income  from  lease  financing  receivables 

1,119 

1  0 

Interest  income  on  balances  due  from  depository  institutions 

8,034 

7  2 

Interest  and  dividend  income  on  securities 

14,083 

12  6 

Interest  income  from  assets  held  in  trading  accounts 

1.040 

9 

Interest  income  from  federal  funds  sold  and  securities  purchased  under  agreements  to 

resell 

4  737 

4  3 

Total  interest  income 

111,467 

100  0 

Interest  expense 

80  8 

Interest  on  deposits  . 

61,636 

Expense  of  federal  funds  purchased  and  securities  sold  under  agreements  to 

13  1 

repurchase  . 

9,997 

Interest  on  demand  notes  issued  to  the  U  S  Treasury  and  on  other  borrowed  money 

4,102 

5  4 

Interest  on  mortgage  indebtedness  and  obligations  under  capitalized  leases 

178 

2 

Interest  on  notes  and  debentures  subordinated  to  deposits 

341 

4 

Total  interest  expense 

76,254 

100  0 

Net  interest  income  . . .  .  . 

35,213 

Provision  for  loan  and  lease  losses  . 

6,145 

Provision  for  allocated  transfer  risk . 

28 

Noninterest  income 

22  4 

Service  charges  on  deposit  accounts  . 

2,754 

Other  noninterest  income 

9,516 

77  6 

Total  noninterest  income 

12,270 

100  0 

Gams  and  losses  on  securities  not  held  in  trading  accounts 

-154 

Noninterest  expense 

16.427 

50  2 

Salaries  and  employee  benefits  . 

Expenses  of  premises  and  fixed  assets  (net  of  rental  income) 

5,236 

16  0 

Other  noninterest  expense 

1 1 ,066 

33  8 

Total  noninterest  expense 

32,729 

100  0 

Income  (loss)  before  income  taxes  and  extraordinary  items  and  other  adjustments 

8,428 

Applicable  income  taxes  .  . 

2,238 

Income  before  extraordinary  items  and  other  adjustments 

6,190 

Extraordinary  items  and  adjustments,  net  of  taxes 

103 

Net  income 

6,293 

Total  cash  dividends  declared  . 

2,503 

Recoveries  credited  to  allowance  for  possible  loan  losses 

835 

Losses  charged  to  allowance  for  possible  loan  losses 

5,605 

Net  loan  losses 

4,770 

Ratio  to  total  operating  income 

49  8 

Interest  on  deposits  . 

Other  interest  expense 

1 1  8 

Salaries  and  employee  benefits  . 

13  3 

Other  noninterest  expense 

13  2 

Total  operating  expenses 

88  1 

Ratio  of  net  income  (annualized)  to: 

58 

Total  assets  (end  of  period)  . 

Total  equity  capital 

9  74 

'  E/c  udes  five  national  nonmsured  trust  companies  with  total  assets  of  $10  6  million  and  one  national  bank  that  did  not  report 


Domestic  office  deposits  of  national  banks,  by  states,  September  30.  1984 

(Dollar  amounts  in  millions) 


Total  demand 
deposits  at 
domestic 
offices 

NOW 

and 

automatic 

transfer 

accounts 

Non¬ 

transaction 

savings 

accounts 

Time 

certificates 
of  deposit 
of  $100,000 
or  more 

Other 
large  time 
deposits 

All  other 
time  de¬ 
posits  at 
domestic 
offices 

Total 
deposits 
at  foreign 
offices 

Total 

consoli¬ 

dated 

deposits 

Brokered 

deposits 

All  national  banks 

$211,725 

$40,326 

$230,928 

$156,197 

$16,398 

$229,032 

$211,782 

$1,096  386 

$18,636 

Alabama  . 

2,414 

396 

2,076 

1,391 

420 

3,303 

215 

10,214 

148 

Alaska  . 

702 

21 

593 

298 

2 

221 

1 

1.838 

17 

Arizona . 

2,641 

370 

3,657 

1,239 

5 

3,339 

24 

11,275 

30 

Arkansas  . 

1,394 

360 

1,805 

949 

62 

2,360 

0 

6,930 

10 

California  . 

27,578 

5,419 

36,783 

24,259 

3,596 

22,677 

48  420 

168.733 

3,967 

Colorado . 

3,584 

668 

3,522 

2,480 

132 

2,094 

189 

12,670 

208 

Connecticut 

3,038 

579 

2,469 

704 

183 

2,122 

488 

9,583 

102 

Delaware  . 

148 

28 

564 

765 

3 

325 

0 

1,832 

21 

District  of  Columbia* 

2,356 

430 

2,386 

2,213 

31 

675 

1,999 

10,091 

244 

Florida 

10,010 

2,638 

14,403 

4,134 

393 

9,197 

804 

41,581 

125 

Georgia . 

4,686 

723 

3,351 

1,974 

59 

3,641 

862 

15,295 

330 

Hawaii  . 

45 

1 

55 

35 

0 

32 

0 

169 

0 

Idaho . 

688 

257 

1,009 

571 

4 

1,652 

0 

4.181 

56 

Illinois  . 

12,147 

1,781 

10,774 

11,181 

1,479 

14,227 

20,603 

72,192 

1,636 

Indiana 

3,482 

623 

4,170 

1,973 

26 

6,887 

171 

17,331 

58 

Iowa . 

1,311 

369 

1,505 

477 

1 

3,090 

21 

6,774 

69 

Kansas  . 

1,586 

412 

1,795 

1,185 

96 

2,659 

0 

7,733 

3 

Kentucky . 

1,997 

467 

1,725 

953 

29 

3,191 

179 

8,541 

114 

Louisiana  . 

3,277 

550 

2,842 

3,228 

14 

3,043 

94 

13,049 

130 

Maine  . 

391 

158 

553 

83 

4 

452 

0 

1,640 

0 

Maryland  . 

3,055 

421 

3,022 

698 

6 

2,623 

873 

10.698 

91 

Massachusetts 

5,894 

920 

4,909 

4,076 

595 

2,140 

7,198 

25,732 

418 

Michigan 

6,135 

882 

7,510 

3,220 

89 

8,308 

1,500 

27,644 

286 

Minnesota . 

4,252 

879 

3,868 

5,373 

367 

5,458 

3,102 

23.298 

1,657 

Mississippi 

1,295 

268 

1,173 

875 

7 

2,159 

38 

5.815 

0 

Missouri  . 

3,978 

538 

2,222 

2,978 

171 

3,203 

608 

13.698 

344 

Montana  . 

489 

206 

722 

282 

1 1 

1,251 

0 

2.961 

2 

Nebraska  . 

1,360 

429 

1,371 

579 

23 

3,129 

0 

6,890 

4 

Nevada  . 

740 

192 

657 

393 

0 

575 

0 

2,557 

172 

New  Hampshire 

496 

225 

739 

230 

2 

523 

0 

2,215 

0 

New  Jersey  . 

7,962 

1,308 

9,623 

2,612 

76 

7,607 

367 

29,556 

145 

New  Mexico . 

840 

175 

1,302 

1,018 

26 

1,171 

0 

4,532 

13 

New  York  . 

23,744 

2,780 

23,967 

11,692 

4,356 

20.556 

100,243 

187,338 

734 

North  Carolina 

4,208 

1,244 

4,871 

1,911 

153 

4,802 

1,766 

18,955 

226 

North  Dakota 

371 

137 

563 

205 

1 

1,153 

0 

2.429 

4 

Ohio . 

8,457 

2,187 

11,755 

4,583 

223 

13,871 

1,020 

42.097 

278 

Oklahoma 

3,372 

561 

2,990 

5,070 

15 

4,115 

173 

16,295 

321 

Oregon  . 

1,796 

839 

2,764 

600 

0 

2,633 

133 

8,765 

0 

Pennsylvania 

11,128 

1,963 

15,868 

7,001 

748 

16,115 

6,534 

59,357 

1,145 

Rhode  Island 

814 

124 

1,250 

716 

196 

1,017 

817 

4,935 

77 

South  Carolina 

1,617 

462 

1,578 

236 

0 

1,376 

0 

5,269 

0 

South  Dakota 

428 

243 

1,061 

1,944 

10 

1,953 

0 

5,639 

568 

Tennessee  . 

3,235 

632 

3,259 

1,750 

24 

4,924 

95 

13.920 

60 

Texas  . 

21,019 

3,185 

13,604 

31,788 

2,469 

15,059 

11,746 

98.871 

4.572 

Utah . 

975 

278 

1,087 

822 

6 

1,188 

237 

4.594 

0 

Vermont  . 

192 

63 

410 

73 

6 

371 

0 

1.115 

0 

Virginia  . 

2,580 

763 

2,717 

1,155 

27 

4,485 

14 

11,741 

51 

Washington  . 

4,085 

1,176 

4,908 

1,974 

39 

5,107 

967 

18,255 

174 

West  Virginia 

1,032 

298 

1,726 

434 

3 

2.676 

0 

6.170 

7 

Wisconsin 

2,259 

535 

2,759 

1,481 

31 

3.625 

283 

10,974 

18 

Wyoming . 

444 

163 

636 

332 

180 

669 

0 

2,423 

0 

*  Includes  national  and  nonnational  banks  in  the  District  of  Columbia,  all  of  which  are  supervised  by  the  Comptroller  of  the  Currency 
NOTE  Figures  may  not  add  to  totals  due  to  rounding 
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Domestic  office  loans  of  national  banks ,  by  states,  September  30,  1984 

(Dollar  amounts  in  millions) 


Total 

loans 

gross 

Loans 
secured 
by  real 
estate 

Loans  to 
financial 
institutions 

Loans  to 
farmers 

Commercial 

and 

industrial 

loans 

Personal 
loans  to 
individuals 

Other 

loans 

Total 
loans  at 
foreign 
offices 

Total  loans 
less  un¬ 
earned 
income 

All  national  banks 

$902,420 

$214,975 

$19,344 

$19,540 

$251,203 

$149,024 

$80,066 

$168,267 

$891,787 

Alabama 

7,097 

1,845 

72 

88 

2,227 

1.878 

952 

36 

6  857 

Alaska 

1,353 

456 

15 

7 

509 

187 

172 

7 

1,351 

Arizona 

8,770 

2,473 

360 

473 

2,426 

2,441 

543 

55 

8,720 

Arkansas 

4,970 

1,643 

60 

242 

1 ,645 

957 

424 

0 

4,860 

California 

142,944 

41,820 

1,363 

3,630 

29.554 

18,417 

8,666 

39,494 

142,731 

Colorado 

9,791 

3  064 

130 

631 

3,316 

1,901 

747 

3 

9,765 

Connecticut 

7,595 

2,279 

243 

13 

2.671 

1,706 

443 

240 

7,447 

Delaware 

4,641 

143 

5 

0 

76 

4.392 

24 

0 

4,640 

District  of  Columbia* 

6,777 

1,960 

401 

1 

1,902 

699 

880 

933 

6,728 

Florida 

29,570 

1 1 .429 

479 

107 

6,877 

8,004 

2,393 

280 

28.870 

Georgia 

12.721 

2,890 

182 

56 

3,837 

3,387 

2,067 

301 

12,479 

Hawaii . 

99 

57 

0 

0 

29 

1 1 

1 

0 

98 

Idaho 

3,615 

992 

134 

422 

981 

830 

257 

0 

3,590 

Illinois 

67,193 

10,940 

1  452 

1,242 

23,864 

7.056 

6,144 

16,496 

66.714 

Indiana  . 

12,778 

3,965 

526 

354 

3,250 

2.730 

1,754 

199 

12,559 

Iowa 

4.628 

1,189 

49 

934 

1,109 

941 

384 

22 

4,607 

Kansas 

5  000 

1,065 

100 

826 

1,634 

998 

378 

0 

4,966 

Kentucky  . 

6.336 

1,738 

69 

278 

1,812 

1,427 

908 

103 

6,198 

Louisiana 

9,187 

2,659 

71 

92 

3.209 

2,194 

927 

35 

9,008 

Maine  . 

1,138 

433 

3 

4 

332 

268 

98 

0 

1,137 

Maryland 

7,857 

2,656 

126 

47 

2,403 

1,298 

759 

568 

7,791 

Massachusetts 

22,190 

3,750 

690 

25 

8,108 

2.349 

2,380 

4,889 

21.984 

Michigan  . 

19.921 

5,803 

337 

150 

6,874 

3,127 

3,059 

571 

19.868 

Minnesota 

18.967 

4,034 

490 

882 

7,115 

2,332 

2,843 

1,272 

18.818 

Mississippi 

3,986 

1,317 

63 

1 1 1 

1,107 

1,067 

318 

2 

3,842 

Missouri  . 

10,170 

2,368 

500 

381 

3,291 

1,956 

1,240 

435 

10,095 

Montana 

2,117 

507 

4 

362 

698 

460 

85 

0 

2,084 

Nebraska 

4,921 

740 

153 

1,522 

1,124 

936 

445 

0 

4,908 

Nevada 

1,722 

741 

27 

13 

482 

360 

99 

0 

1,720 

New  Hampshire 

1,731 

606 

12 

1 

496 

524 

92 

0 

1,662 

New  Jersey 

20  682 

7,269 

627 

11 

6.709 

4,174 

1,726 

167 

20.298 

New  Mexico 

3,088 

854 

41 

156 

1,185 

735 

117 

0 

3,023 

New  York 

168,394 

18.234 

2,316 

366 

30,573 

15,751 

9,568 

91,586 

165,583 

North  Carolina 

16.554 

3.949 

531 

167 

5,402 

3,851 

2,029 

626 

16,393 

North  Dakota 

1.651 

417 

5 

346 

520 

297 

66 

0 

1,646 

Ohio  . 

32,541 

8,880 

628 

415 

9,448 

8,890 

3,841 

440 

31,766 

Oklahoma 

1 1,444 

3,335 

230 

688 

4,408 

1,509 

1,273 

0 

11,338 

Oregon 

7,183 

2,155 

55 

244 

2,404 

1,314 

958 

53 

7,126 

Pennsylvania 

49.445 

10,214 

4,058 

215 

15,637 

7,734 

7,808 

3,778 

48,760 

Rhode  Island 

4,212 

1.117 

204 

0 

1,435 

624 

545 

287 

4.186 

South  Carolina 

3,959 

977 

105 

49 

1,131 

1,267 

429 

0 

3,835 

South  Dakota 

7.720 

474 

10 

698 

695 

5,681 

163 

0 

7,699 

Tennessee 

9,723 

2,726 

345 

110 

2,989 

2,217 

1,314 

21 

9,563 

Texas 

81,281 

24,612 

1,781 

1,861 

32,795 

9,705 

6,846 

3,681 

80,389 

Utah 

3,468 

1,383 

3 

73 

958 

784 

268 

0 

3,441 

Vermont 

859 

397 

10 

12 

204 

187 

49 

0 

859 

Virginia 

9,964 

3,337 

91 

130 

2,231 

3,225 

940 

9 

9.599 

Washington 

16  669 

4  405 

75 

639 

5.452 

3.244 

1,421 

1,432 

16  585 

West  Virginia 

3,726 

1,450 

24 

15 

639 

1,286 

312 

0 

3.599 

Wisconsin 

8  529 

2  816 

88 

263 

2.837 

1,406 

872 

248 

8.472 

Wyoming 

1,539 

409 

0 

187 

595 

310 

39 

0 

1,530 

•  Inci  ,des  national  and  nonnational  banks  in  the  District  of  Columbia,  all  of  which  are  supervised  by  the  Comptroller  of  the  Currency 
NOTE  Figures  may  not  add  to  totals  due  to  rounding 
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Outstanding  balances,  credit  cards  and  related  plans  of  national  banks,  September  30,  1984 

(Dollar  amounts  in  thousands) 


Total 

number 

ot 

national 

banks 

Credit  cards  and 
other  related  credit  plans 

Number  of 
national  banks 

Outstanding 

volume 

All  national  banks  . 

4,868 

2,110 

$41,352,768 

Alabama . 

74 

22 

193,592 

Alaska  . 

6 

4 

55,957 

Arizona  . 

8 

4 

559,343 

Arkansas  . 

75 

11 

102,332 

California . 

151 

127 

7,487,748 

Colorado  . 

221 

181 

607,572 

Connecticut . 

14 

8 

327.002 

Delaware . 

14 

12 

3,380,356 

District  of  Columbia 

19 

15 

118  807 

Florida  . 

183 

69 

1,418,289 

Georgia . 

56 

29 

1,025,233 

Hawaii  . 

3 

2 

1,699 

Idaho . 

7 

5 

116,813 

Illinois . 

403 

166 

2,712,385 

Indiana . 

111 

73 

421,716 

Iowa  . 

107 

47 

299,469 

Kansas  . 

162 

30 

169  497 

Kentucky . 

77 

30 

124.978 

Louisiana . 

65 

17 

347,010 

Maine . 

9 

7 

41,131 

Maryland  . 

26 

10 

74,455 

Massachusetts  . 

65 

51 

506,535 

Michigan . 

119 

83 

983,770 

Minnesota . 

200 

121 

212.772 

Mississippi  . 

34 

6 

83.985 

Missouri  . 

124 

49 

687  887 

Montana . 

54 

30 

36,868 

Nebraska . 

122 

39 

213,697 

Nevada  . 

5 

3 

43,474 

New  Hampshire  . 

27 

24 

51,577 

New  Jersey . 

75 

50 

474,896 

New  Mexico  . 

43 

10 

122,354 

New  York . 

107 

58 

4.570  437 

North  Carolina 

17 

14 

769.834 

North  Dakota  . 

40 

18 

15.344 

Ohio . 

155 

105 

1,728.824 

Oklahoma  . 

224 

50 

186.476 

Oregon . 

7 

4 

338,007 

Pennsylvania . 

196 

51 

935,755 

Rhode  Island  . 

5 

3 

151,988 

South  Carolina  . 

19 

14 

229,359 

South  Dakota  . 

29 

12 

5,292,223 

Tennessee 

60 

17 

365,589 

Texas  . 

978 

236 

1,349,236 

Utah 

7 

4 

108,746 

Vermont  . 

12 

4 

23.466 

Virginia . 

51 

18 

655  680 

Washington . 

24 

10 

1,142,723 

West  Virginia 

100 

20 

59,547 

Wisconsin  . 

122 

102 

415,679 

Wyoming  . 

56 

34 

10.413 

District  of  Columbia — all* . 

20 

16 

119  050 

*  Includes  the  nonnational  bank  in  the  District  of  Columbia,  which  is  also  supervised  by  the  Comptroller  of  the  Currency 
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National  banks  engaged  in  lease  financing,  September  30,  1984 

(Dollar  amounts  in  thousands) 


Total  number 
of  national 
banks 

Number  of  banks 
engaged  in  lease 
financing 

Amounts  of  lease 
financing  at 
domestic  offices 

All  national  banks 

4,868 

1,151 

$10,998  930 

Alabama  . 

74 

21 

45,507 

AiasKa  . 

6 

2 

4,479 

Arizona  . 

8 

2 

137,685 

Arkansas  . 

75 

19 

17,131 

California  . 

151 

56 

3,457,323 

Colorado  . 

221 

85 

137.319 

Connecticut  . 

14 

3 

40,844 

Delaware  . 

14 

1 

6,322 

District  of  Columbia  . 

19 

6 

29,472 

Florida  . 

183 

31 

119,160 

Georgia 

56 

17 

167,698 

Hawaii  . 

3 

1 

532 

Idaho  . 

7 

3 

74,277 

Illinois  . 

403 

88 

173,623 

Indiana  . 

111 

38 

223,741 

Iowa  . 

107 

24 

12,828 

Kansas  . 

162 

36 

28,381 

Kentucky  . 

77 

18 

137,735 

Louisiana 

65 

1 1 

74,004 

Maine  . 

9 

3 

5,455 

Maryland  . 

26 

7 

97,105 

Massachusetts  . 

65 

17 

729,792 

Michigan  . 

119 

19 

220,962 

Minnesota  .  . 

200 

66 

160,777 

Mississippi  . 

34 

6 

10,865 

Missouri  . 

124 

35 

156,223 

Montana  . 

54 

14 

2,688 

Nebraska  . 

122 

42 

71,478 

Nevada  . 

5 

1 

23,931 

New  Hampshire  . 

27 

3 

1,622 

New  Jersey . 

75 

16 

168,569 

New  Mexico  . 

43 

20 

1 1 ,085 

New  York  . 

107 

28 

1,145,089 

North  Carolina 

17 

7 

422,446 

North  Dakota 

40 

17 

8,502 

Ohio  . 

155 

64 

660,881 

Oklahoma 

224 

72 

29,669 

Oregon 

7 

2 

118,903 

Pennsylvania 

196 

22 

625,288 

Rhode  Island 

5 

2 

260  779 

South  Carolina 

19 

3 

25,584 

South  Dakota 

29 

8 

1 ,004 

Tennessee  . 

60 

22 

53.495 

Texas 

978 

111 

420,725 

Utah 

7 

2 

105,236 

Vermont  . 

12 

0 

0 

Virginia 

51 

8 

130,489 

Washington 

24 

9 

352,436 

West  Virginia 

100 

13 

7,777 

Wisconsin 

122 

32 

79,941 

Wyoming 

56 

18 

2,073 

District  of  Columbia — all* 

20 

6 

29.472 

*  ire  ,des  the  nonnational  bank  n  the  District  of  Columbia,  which  is  also  supervised  by  the  Comptroller  of  the  Currency 
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Total  loans  and  leases  past  due  at  national  banks,  by  states,  September  30,  1984 

(Dollar  amounts  in  millions) 


Number  of 
banks 

Type  of  loan 

Real  estate 

Commercial  and 
industrial 

Personal 

All  other 

Total 

domestic 

loans' 

Foreign 

Reporting  national  banks 

4,868 

$9,475 

$11,724 

$3,898 

$4,850 

$31,936 

$10,690 

Alabama  . 

74 

49 

74 

55 

22 

220 

0 

Alaska . 

6 

27 

23 

4 

10 

76 

0 

Arizona  . 

8 

91 

165 

54 

74 

383 

14 

Arkansas  . 

75 

84 

45 

23 

52 

242 

0 

California  . 

151 

3,081 

2,435 

505 

1,051 

7,112 

2,615 

Colorado . 

221 

91 

144 

49 

160 

564 

0 

Connecticut . 

14 

68 

110 

64 

11 

256 

24 

Delaware . 

14 

7 

2 

128 

1 

139 

0 

District  of  Columbia 

19 

109 

95 

10 

17 

232 

56 

Florida  . 

183 

397 

256 

150 

83 

920 

18 

Georgia 

56 

82 

106 

74 

66 

342 

21 

Hawaii . 

3 

1 

— 

1 

3 

7 

0 

Idaho . 

7 

39 

60 

17 

18 

136 

0 

Illinois . 

403 

424 

754 

167 

297 

1,854 

1,035 

Indiana . 

111 

118 

60 

58 

71 

359 

13 

Iowa . 

107 

37 

9 

20 

68 

217 

2 

Kansas  . 

162 

29 

11 

24 

55 

169 

0 

Kentucky  . 

77 

55 

50 

30 

51 

216 

17 

Louisiana  . 

65 

109 

181 

72 

56 

439 

0 

Maine . 

9 

13 

9 

6 

2 

31 

0 

Maryland  .  .  . 

26 

83 

65 

19 

12 

183 

35 

Massachusetts . 

65 

126 

304 

69 

90 

608 

361 

Michigan  . 

119 

244 

221 

69 

84 

669 

24 

Minnesota  . 

200 

190 

287 

58 

170 

820 

90 

Mississippi . 

34 

54 

38 

32 

23 

157 

0 

Missouri  . 

124 

56 

120 

49 

85 

365 

73 

Montana  . 

54 

19 

7 

14 

38 

121 

0 

Nebraska  . 

122 

29 

18 

22 

91 

225 

0 

Nevada . 

5 

48 

36 

8 

4 

96 

0 

New  Hampshire . 

27 

15 

5 

12 

9 

45 

0 

New  Jersey . 

75 

223 

209 

76 

57 

588 

6 

New  Mexico . 

43 

31 

24 

18 

48 

155 

0 

New  York . 

107 

852 

1,282 

610 

277 

3,047 

5,448 

North  Carolina  . 

17 

49 

145 

68 

40 

302 

25 

North  Dakota  . 

40 

10 

— 

8 

19 

74 

0 

Ohio . 

155 

358 

417 

194 

112 

1,151 

39 

Oklahoma  .  . 

224 

138 

234 

51 

159 

758 

0 

Oregon  . 

7 

120 

128 

22 

48 

321 

0 

Pennsylvania  . 

196 

420 

561 

204 

300 

1,529 

214 

Rhode  Island  . 

5 

24 

46 

15 

23 

110 

22 

South  Carolina . 

19 

25 

31 

26 

13 

99 

0 

South  Dakota . 

29 

15 

39 

210 

63 

345 

0 

Tennessee  . 

60 

99 

122 

58 

54 

355 

2 

Texas  . 

978 

709 

1,962 

227 

546 

3,723 

361 

Utah  ,  . 

7 

141 

45 

24 

8 

218 

0 

Vermont . 

12 

16 

13 

5 

3 

38 

0 

Virginia  . 

51 

85 

52 

58 

27 

240 

5 

Washington . 

24 

223 

552 

73 

113 

966 

168 

West  Virginia  . 

100 

59 

15 

43 

28 

168 

0 

Wisconsin  . 

122 

83 

159 

32 

81 

410 

3 

Wyoming 

56 

23 

14 

56 

135 

0 

'The  sum  of  Real  estate,  Commercial  and  industrial,  Personal  and  All  other  is  less  than  Total  domestic  because  nonaccrual  loans  are  not 
reported  by  loan  type  by  banks  filing  the  abbreviated  Report  of  Condition  and,  as  a  result,  are  counted  in  the  total  figure  only 
Dashes  indicate  amounts  of  less  than  $500,000 
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Average  national  banks'  percent  of  loans  past  due  at  domestic  offices,  by  assets 


Less  $W 

than  to 


$20 

to 


$25 

to 


Real  estate 
June  1983 
September  1983 
December  1983 
March  1984 
June  1984 
September  1984 


Ccmmercia!  and 
industrial 
June  1983 
September  1983 
December  1983 
March  1984 
June  1984 
September  1984 


Personal 
June  1983 
September  1983 
December  1983 
March  1984 
June  1984 
September  1984 


All  other 
June  1983 
September  1983 
December  1983 
March  1984 
June  1984 
September  1984 

Total  loans 
June  1983 
September  1983 
December  1983 
March  1984 
June  1984 
September  1984 


$10 


3  1 
29 
29 
2  5 
2  2 
2  1 


35 
4  5 
4  3 
NA 
NA 
NA 


24 
2  5 
29 
34 
2  9 
2  6 


2  1 
30 
3  1 
2  5 
34 
2  4 


2  7 
29 
32 
29 
2  8 
2  6 


$20 


39 
39 
3  7 
3  8 
3  9 
34 


4  7 
4  9 
52 
NA 
NA 
NA 


3  5 
34 
3  7 
56 
3  7 
3  5 


30 

33 

30 

3  7 

4  0 
139 


4  1 
4  1 
4.3 
4  4 
4  4 
4  4 


$25 


$40 


4  5 
38 
4  3 
4  2 
34 
3  5 


3  9 

4  2 
4  1 
4  0 
36 
36 


5.1 

4  9 

5.6 

4  9 

5  1 

4  7 

NA 

NA 

NA 

NA 

NA 

NA 

3  6 

33 

35 

3.4 

3.5 

3.7 

3  5 

4  1 

32 

3.3 

2.9 

34 

3.9 

3.1 

2  8 

2.8 

2.9 

3.3 

4  3 

4  7 

3  7 

3.7 

4  1 

4.3 

4  5 

4.5 

4  5 

4  6 

4  6 

4  7 

4  9 

5  1 

4  3 

4  5 

4  7 

4  8 

Assets  in  millions  of  dollars 


$40 


$100 


to 


to 


$100 


$300 


3  7 
36 
36 
35 
3  3 
33 


4  0 
4  0 
4  1 
3  0 
2  7 
2  8 


4  5 
4  4 
43 
NA 
NA 
NA 


5  3 
5  3 
50 
NA 
NA 
NA 


3  1 
3.1 
3  2 
32 
3  1 
3  1 


2  6 
2  6 
2  8 
8  6 
26 
2  5 


3  2 

3  2 
30 

4  2 
3  7 
3  8 


3  7 

4  2 
36 
3  3 
3  1 
3  3 


4  4 

4  1 

4  3 

4  1 

4  4 

4.2 

4  7 

4  1 

4  4 

38 

4.5 

40 

$300 

to 

$900 

$900 

to 

$5  000 

4  3 

4  6 

3.9 

4.2 

3.7 

4  3 

3  7 

4  3 

3  4 

36 

34 

4.0 

$5  000 
or 

more 

All 

national 

banks 

5.5 

39 

54 

38 

54 

38 

50 

36 

4  8 

3.3 

4.5 

3.2 

6  2 
60 
5.3 
5  1 
5  0 
4  9 


2  7 
2  4 
2  4 
2.1 
2  0 
2.2 


2  9 

3  5 
3  2 
1  9 
1  9 
1  4 


4  5 
4  3 
4  0 
39 
36 
36 


66 
6  2 
54 
6  3 
52 
5.1 


2  3 
2  4 
2  5 
2  2 
2.1 
2  4 


3  4 
3  2 
29 
2  2 
20 
1  8 


4  8 
4  4 
4  1 
4  0 
3  6 
3  7 


7.1 
7.7 
7  2 
6  4 
5  5 
53 


2  3 
2  2 
2  3 
2  4 
2  3 
2  2 


4  5 
4  3 
4.1 
3  9 
3  6 
3  3 


5  7 
5  6 
5  4 
4  9 
4  4 
4  2 


4  8 
4  9 

4  8 

5  5 
5  0 
4  8 


3  0 
30 
3.2 

4  5 
3  0 
3  0 


3  1 
3  3 
3  2 
3  8 
3  5 
5  0 


4.2 
4  2 

4.3 
4  5 
4.1 
4  3 


See  notes  at  end  of  tables 


Average  national  banks'  percent  of  loans  past  due  at  foreign  offices,  by  assets 


Assets  in  millions  of  dollars 

$300 

to 

$900 

$900 

to 

$5,000 

$5  000 
or 

more 

All 

national 

banks 

All  foreign  office  loans 

June  1983  . 

17  9 

8  9 

7  8 

96 

September  1983  . 

23.2 

11.2 

89 

11.2 

December  1983  . 

11.2 

13  7 

9  8 

12  2 

March  1984  . 

7.2 

86 

86 

8  4 

June  1984  . 

93 

69 

9  3 

8  0 

September  1984 

9  8 

8  7 

82 

88 

NOTES: 


These  figures  include  non-accrual  and  past  due  loan  and  lease  financing  receivables. 

Past  due  loans—  These  items  are  (1 )  single  payment  notes  30  days  or  more  past  maturity;  (2)  single  payment  notes 
with  interest  due  at  specified  intervals  and  demand  notes  on  which  interest  is  due  and  unpaid  for  30  days  or  more. 
(3)  amortizing  real  estate  loans  and  closed-end  monthly  installment  loans  and  lease  financing  receivables  in 
arrears  two  or  more  monthly  payments,  or,  if  scheduled  other  than  monthly,  when  one  scheduled  payment  is  due 
and  unpaid  for  30  days  or  more;  (4)  open-end  credit  accounts  on  which  the  customer  has  not  made  the  minimum 
monthly  payment  for  two  or  more  billing  cycles;  and  (5)  unplanned  overdrafts  outstanding  30  days  or  more  after 
origination. 

Non-accrual  loans—  These  items  are  (1)  those  maintained  on  a  cash  basis  because  of  deterioration  in  the  financial 
position  of  the  borrower;  and  (2)  those  on  which  principal  or  interest  has  been  in  default  for  a  period  of  90  days  or 
more  unless  the  obligation  is  both  well  secured  and  in  the  process  of  collection,  in  which  case  it  is  considered 
merely  past  due. 

Average  banks’  percent  of  loans  past  due— Percentages  reported  are  averages  of  individual  banks'  percentages 
of  loans  past  due  with  each  bank  accorded  the  same  weight  regardless  of  size;  those  individual  bank  percentages 
are  based  on  dollar  value  of  loans  past  due.  All  figures  are  as  of  the  last  day  of  the  month  indicated. 

Loan  categories— The  loan  categories  for  this  table  correspond  to  those  for  the  report  of  condition  except  for 
"Other  loans."  "Other  loans"  includes  loans  to  financial  institutions,  loans  for  purchasing  or  carrying  securities, 
loans  to  farmers  and  all  other  loans  not  included  in  the  specified  categories. 

Data  for  prior  periods,  based  on  slightly  different  definitions,  may  be  found  in  the  Quarterly  Journal,  Volume  2. 
Number  1,  pp.  229-232. 

Beginning  March  1984,  past  due  commercial  and  industrial  loans  of  banks  with  less  than  $300  million  in  assets 
have  been  combined  with  all  other  loans. 
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